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“YOU SEEM TO BE IN TROUBLE, HORACE - - SO I 
S) BROUGHT TH’ SWAMI TO TELL US HOW 
IT WILL ALL TURN OUT...” 


Factory-built switchgear, shipped ready to install, 
avoids Horace’s trouble. I-T-E pioneered steel enclo- 


sure of switchgear years ago and has been designing 
and fabricating ever since. 


AIR SWITCHGEAR 


“I CIRCUIT BREAKER CO., pamapevpnia, Pa. 
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Barber 
Regulators 
Prevent 
Gas Waste 


{ lo promote fuel conservation 
is now a vital duty in our 
program of war economy. Every public service corporation, 
as a part of its war effort, is educating the consumer to cut 
down waste of gas or any other fuel. One effective means of 
assuring the utmost efficiency in the use of natural, manu- 
factured, or Butane gas is to advise—on household, com- 
mercial, and especially industrial appliances—the use of a 
reliable pressure regulator. Every Barber Regulator is a 
mechanically perfected device, carefully built of the finest 
materials. You can safely recommend Barber Regulators, 
not only to save gas, but to improve the performance of any 
appliance. 


Barber is now busy on war equipment for our combat 
forces. For certain essential uses, our regular line of burn- 
ers and regulators is being supplied. After Victory, Barber 
quality products will, as before, be available to all. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


JARBER -ac°s.: REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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in 10 Seconds 
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; HONTAINED No. GOR 


IRiFaIbD 
ith high-speed 
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p°*" fool with 4 sets of chaser dies every time you want 
to thread a different size pipe—Il set that stays in this 
No. 65R gives you micrometer perfect threads on 4 sizes 
of pipe, 1” to 2”, with a simple 10 second adjustment. In- 
stant mistake-proof workholder, too—and no bushings to 
bother with. Try this smooth rugged steel-and-malleable 
tool and you'll understand its wide popularity. Ask your 


Supply House. 


No. 65R is made also in 2 handle 
ratchet model; also as plain die stock. 







THE RIDGE TOOL CO., ELYRIA, OHIO, U.S.A. 
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Pages with the Editors 


W E are, to put it mildly, somewhat confused 
by the conflicting forecasts being made 
about the state of the postwar world. After 
reading a number of books, magazines, and 
Sunday supplements, we have the impression 
that the world of tomorrow is going to be a 
cross between a period of famine, depression, 
unemployment, together with a mixture of 
helicopter airplanes for every family, and a 
comfortable button-pushing sort of existence 
controlled by electronic tubes encased in plas- 
tics. ‘ 


FRANKLY, we are skeptical about both ex- 
tremes. The pessimist who declares that civili- 
zation has been set back a half century by the 
war and can see nothing but inflation and na- 
tional bankruptcy with its attendant economic 
dislocations, strikes, seems to us just as in- 
credible as the optimistic Sunday supplement 
stories about plastic airplanes and automobiles 
fantastically shaped and priced and the com- 
fortable prefabricated houses which come 
apart like a deck of cards for putting away in 
a week-end suitcase. 


AsIbE from a cautious tendency to seek the 
truth somewhere in the middle of opposite 
extremes, we think we see certain common- 


FERGUS J. MCDIARMID 


Utilities have a fairly easy postwar industrial 
conversion problem. 


(SEE Pace 465) 
OCT. 14, 1943 
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JOSEPH C. MCINTOSH 


Is utility management overlooking a bet in 
not cultivating labor unions more 
assiduously ? 


(See Pace 477) 


sense factors already discernible in the postwar 
outlook. First of all, American industry and 
British industry surely realize that their very 
survival will depend upon rapid conversion and 
production of peace-time commodities not 
only for the purpose of having something to 
sell in order to stay in business, but in order 
to provide jobs as quickly as possible for the 
demobilized masses of men now in arms. 


¥ 


ig follows from this that the automotive in- 
dustry, for example, instead of delaying its 
conversion to peace production so as to per- 
fect those strange new automobile dreams 
shaped like fried eggs and built of revolu- 
tionary materials, will return to models that 
can be placed in production at the earliest mo- 
ment. This will mean a return in the immedi- 
ate postwar period to 1942 models interrupted 
by war conversion. Probably the same thing 
will happen in other leading industries, includ- 
ing home construction and consumer items 
such as numerous gas and eléctric appliances. 


ULTIMATELY, of course, there will be im- 
provement and change in all of these industrial 
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Another power plant is dedicated! 


PY geet, The wheels of industry 
- are driven chiefly by 

B clectrical energy. which 

~ speeds production, ‘re 

duces costs, multiplies wanpower. The 
new steain electric generating station 


shown above will add nearly: 50,000 — 


horsepower to drive the wheels of 
SOUTH TEXAS industry. 


Designed in, April, 1941, it was con- 
structed with 8 mininwum ase of critical 
materials, and it embodies the latest 
developments which make for high 
efficiency. 


but the new power plaut, which today is 
meeting those demands, is dedicated to 
help win the war for freedom—and to 
the more than 540. employes of the 
Houston Lighting & Power Company 
who have left their families and jobe to 
enter the armed forces of their country. 
When victory is earned, this plant will 


a +“ be named for one of their’ 
The war industries in the 


atea served by the Company are ex- 
tremely vital to the war program. 
Ships, steel, maguesinm, synthetic rub- 


ber snd petroledm are bat « few 
ucts representative of South Texas’ 


mighty contribution to altimate deci « * 


sive vielory. 


To provide dependable, low enst Pa 
trie service to these industries and to 
the peoplé of South Texas who mau 
thens is this Company's privilege and re- 
sponsibility, Te that end the Houston 
Lighting & Power Company dedicates 

—not alone the new pow- 
SS er plant—but its man- 


eae eee 


eae HOUSTON LIGHTING ===> 
vt a Se sod eo POWER COMPANY 


Reprinted from the HOUSTON PRESS, July 7, 1943. 
1-400,000 Ibs./hr. 1000 lbs. Press. 905° F. Temperature. 
RILEY STEAM GENERATING UNIT IS INSTALLED 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA WASHINGTON, D. C. BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO S8T.PAUL KANSASCITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERBIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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fields just as there would have been improve- 
ment and change if the war had not inter- 
vened. In due time we shall get our tele- 
vision sets and FM radio sets, but not the week 
after nor necessarily the year after the war is 
over. All of this is bound, of course, to have 
an impact on the public utilities. 


As the leading article in this issue points out, 
the operating utilities, and to a considerable 
extent the utility manufacturing industries, are 
in a better position than any other industrial 
group to make a rapid transition to peace-time 
operations and afford immediate employment to 
the returning soldiers and sailors. If in addi- 
tion the industrial world at large is not going 
to be scrambled for an indefinite period of 
years—if, in short, the butcher, baker, and 
candlestick maker are going to try to pick up 
just about where they left off when the battle 
trumpet sounded, that is going to solve a lot of 
problems for public utilities who have the re- 
sponsibility of furnishing the general industrial 
field with their gas, electric, communications, 
and transportation services. 


In plain words, we are not likely either to 
fall back a half century or jump ahead a half 
century. We shall start out slowly and surely 
along the established lines and pick up speed 
further down the track, after we have gotten 
into the knack of operating a world at 
peace. 


Fercus J. McD1armip, whose 2-part series 
on the postwar impact on ‘public utilities begins 
on page 465, is manager of the investment re- 
search department of the Lincoln National Life 
Insurance Company of Fort Wayne, Indiana. 
He is a graduate of the University of Toronto 
and a well-known author of articles dealing 
with business economics. 


LARSTON VD, FARKAK 


One of Representative Rankin’s former con- 
stituents speaks up. 


(SEE Pace 482) 
OCT. 14, 1943 


A NEWCOMER to these pages is the author of 
the article on utility labor relations (be- 
ginning page 477), JosePpH C. MclINTosu. 
Born in Albany, Georgia, in 1906, and edu- 
cated through his first year of high school 
in Alabama, Mr. McIntosH ‘since 1927 has 
been identified with the electric power indus- 
try. 


He became a member of the Interna- 
tional Brotherhood of Electrical Workers 
(AFL) in 1934, and became an international 
representative of that organization in 1939, as- 
signed to organization work on utility prop- 
erties with his base in Washington, D. C. He 
was a trade union fellow at Harvard Uni- 
versity in 1942-43, and is presently assigned 
by IBEW to utility organization work in the 
Chicago area. He isa “member of the Labor- 
Management Planning Committee on postwar 
problems of the IBEW. 


¥ 


ELL, Congress has officially reopened its 
WY fenton following the six weeks’ summer 
recess. We say “officially” in a special sense. 
For us, the reopening of a congressional ses- 
sion is not “official” until the Honorable John 
E. Rankin of Mississippi has delivered him- 
self of his annual or semiannual speech on 
comparative electric rates throughout the 
United States. And so we passed over with 
proper interest the President’s message and 
the usual flurry of newspaper photographs of 
the returning lawmakers and waited until we 
saw for certain that the veteran Mississippi 
Representative had done his self-appointed duty 
by the American electric consumer. We were 
not disappointed. On the second legisla- 
tive day of the resumed congressional session 
there appeared Mr. Rankin’s usual tabulation 
of comparative electric rates for every state 
in the Union and the District of Columbia. It 
appears in the Congressional Record of 
September 21st. 


SINCE we have reviewed similar analyses of 
Representative Rankin in the past, and since 
the latest version contains no particular inno- 
vation from his usual technique, we decided 
that a feature article from somebody else on 
Mr. Rankin might be an interesting variation. 
Such is the subject matter covered in the con- 
tribution from LArston D. Farrar, beginning 
page 482. 


Mr. Farrar was formerly one of Mr. Ran- 
kin’s constituents in Mississippi but has since 
come to the nation’s capital where he is at this 
writing an associate editor of Nation’s Busi- 
ness. 


THE next number of this magazine will be 
out October 28th. 


Fav Calitiian, 





Public Utilities Fortnightly 





WAR BOND PAYROLL DEDUCTJ 


k new Kardex Record, comprising a PRE-POSTED LEDGER 
withStamp Posting” of credits and with Automatic Balance 


. NO MACHINE POSTING REQUIRED! 


IT’S SIMPLE to set up! The original government 
8x5 Payroll Authorization Card, plus a pre-printed 
sheet for deduction record, are filed visible in Kardex 


of accounts simplifies and speeds balancing and 


hecking. 


NO CRITICAL 
MATERIALS 
IN WOOD 
KARDEX 
. 

IT’S BUILT 
FOR 


PERMANENT 
USE 


individual balances against 
the Ledger Control Card. 


IT'S ECONOMICAL to oper- 
ate! No machines needed... 
clerical time cut to the bone. 
Bond purchase is easy ..no 
need to refer to every card, only 
those where the right-hand col- 
ored signal is offset, indicating 
that a bond payment has just 
been completed. Most vital of 
all, everything needed to rec- 
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MAIL COUPON 
+. LET US 
SEND YOU 

THIS FOLDER 
PROMPTLY 


Name 


ord deductions and buy Bonds 
is in ONE CENTRAL PLACE! 


Take steps today to install this 
system. Kardex assures you 
rock-bottom operating cost on 
this non-profit, patriotic func- 
tion that helps Uncle Sam and 
boosts employee morale. Mail 
the coupon now for free, fully 
informative folder. 


Sree ee 


REMINGTON RAND INC. 
BUFFALO, NEW YORK 


Please send your new free folder on 
War Bond Deduction Accounting. 





Company 





Street and No. .......... 
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Vulcan provides clean heat transfer surfaces to 
the Combustion four-drum, bent-tube, 400,000 
Ib, per hr., pulverized coal-fired boiler which serves VULCAN S 0 0 T B L 0 W E R S 
this new 40,000 kilowatt, 900 Ib. per sq. in. 
Southern plant. 


Chickasaw becomes another in the long list 
of plants depending on VULCAN Soot Blow- 
ers to assure highest heat transfer, real steam 
economy and freedom from frequent 
servicing. 


The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
and VULCAN'S Model LG-! are guarantees of 
efficient, trouble-free operation in ANY plant. 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MOoNTAIGNE 





President, Inland Steel Company. 


“The pulling together of the separate strands is the 


essence of TVA.” 


5 


“There are three great dates; the birth of Jesus Christ, 
birth of our republic, and the years of Roosevelt’s work 
since Pearl Harbor for the American people and the 
whole world.” 


“We don’t want to live in a strikeless nation, but in 
one where men are free to move together and to ad- 
minister their own organizations free from government 
intervention and government control.” 


“Government is trying to crowd itself into partnership 
with private industry. This will not work. Government 
ownership is un-American, extravagant, and means quick 
death for private enterprise.” 


» 


“There are honest men in our midst who believe that 
democratic capitalism is played out, that it has run its 
course and must give way to a superstate. Whether they 
know it or not, such people are singing tunes from the 
score written by Goebbels and other propagandists of the 
totalitarian way of life.” 


> 


“The alarm of the Federal Power Commission that 
there would be a power shortage had its origin either 
in the desire to give substance to a socialistic policy of 
government ownership, or from ignorance of the fact 
that the generating companies already in the field would 
naturally, if alive to industrial conditions, welcome in- 
creased consumption of their commodity and take steps 
to provide an ample amount.” 


> 


“When the President nominated industry as the job- 
giver in his recent radio promises to future veterans he 
put us on the spot. If government does not permit us to 
deliver it can then move in on us with its responsibility 
for the idle war veterans and war plant workers. When 
the miners struck and defied the government, instead of 
occupying the management offices with troops the Presi- 
dent should have occupied the union headquarters.” 
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hat As a noteworthy instance, 700,000 different items of equip- 
its ment and supplies in varying quantities crammed the convoys 
hey that carried American armies to conquest in North Africa— 
the 250,000 different items of ordnance; 100,000 different Engi- 
the neer Corps articles; 68,000 different items of medical supplies 

and drugs; 10,000 different items for the Signal Corps; 390 

different articles of clothing. 

Countless hours of planning and figuring, as these statistics 
hat Ma nutactuxin suggest, are essential in establishing the types and quantities 
her 4 of items needed . . . amassing them at the assigned embarka- 
of for War tion points . . . dividing them strategically among the ships, 
act to minimize the danger of crippling loss of any one item. 
ald The manufacture of aircraft ; : 

: equipment for the Govern- Allied superiority in the science of supply is increasingly 
7 ment, and the manufacture obvious day by day. To the vital figure work involved, Burroughs 
“PS of Burroughs figuring and adding, calculating, accounting and statistical machines bring 
accounting equipment for na dae - 
the Army, Navy, U. S. Gov- a speed and an accuracy indispensable to the magnitude of 
ernment and the nation’s the undertaking. 
: as viet er ee BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH 
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to 
—_ Burroughs 
en eee 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE e BUSINESS MACHINE SUPPLIES 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


REMARKABLE REMARKS—( Continued) 


S. B. WILLIAMS 
Editor, Electrical World. 


RAYMOND MOLEY 
Associate, Newsweek. 


Ropert TAFT 
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Executive vice president, Southern 
California Edison Company, Ltd. 


EpitorIAL STATEMENT 
The Wall Street Journal. 


FREDERICK C. CRAWFORD 
President, National Association of 
Manufacturers. 
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“The postwar prosperity of nine out of every ten com- 
munities begins with the hopes and ambitions the power 
company has for its future.” 


> 


“Since a year ago when the voters decided to elect Con- 
gressmen who are not stooges for the executive, there has 
been a persistent effort in the radical press, in New Deal 
outlets, and in ‘smart’ speeches to discredit Congress as 
an institution.” 


sd 


“We are not engaged in any crusade for democracy, or 
for the Four Freedoms, or the preservation of the British 
Empire. We seek a world in which the American people 
can work out the destiny of the republic, and solve the 
problems of human liberty and happiness.” 


€ 


“Tt is not only misleading but very dangerous for busi- 
ness leadership to be telling the American public, by in- 
ference if not directly, that regardless of the kind of gov- 
ernment we have after the war, we will have rapidly 
expanding markets for new products—the plastics, 
chemicals, new metals and alloys, the new airplanes, and 
other improved transports, new electrical appliances. Un- 
less the strangling hand of bureaucratic government is 
removed from the economic machinery of America, these 
optimistic plans cannot be realized.” 


5 


“A great deal of planning for the postwar years, the 
transition period, is being done by private citizens and 
the corporations they own. Industry’s planning made a 
late start, trailing that of a dozen or more political or 
semipolitical bodies, some of which entertain ideas of 
planning that are fairly appalling in their scope and the 
magnificence of the public funds expenditure they imply. 
It is not too much to say that private and political plan- 
ners have now entered a competitive struggle to determine 
which group shall shape the future society of the United 
States.” 


bg 


“The thing that industry can assert is confidence in its 
ability, within humanly reasonable time, to create new jobs 
for the American people in the future as it has done in 
the past. The heart of the matter is this: We need a 
reaffirmation, a rebirth cf faith in the system of free en- 
terprise. The greatest drawback to prosperity in the 
postwar era is the uncertainty of government’s real atti- 
tude toward private enterprise. What we need is a clear 
affirmation, free from weasel words and mental reserva- 
tions, of full faith and confidence in our free economic 
system as the only secure foundation of a free political 
system.” 
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ROBERTSHAW 
BROADCASTS AID 
FOOD AND FUEL 
CONSERVATION 





COAST-TO-COAST 
RADIO PROGRAMS 
FEATURE CORRECT 
USE OF OVEN 
HEAT CONTROLS 


Women’s Interest Programs on 
Leading Radio Stations 
Carry Robertshaw Messages 


= ROBERTSHAW THERMOSTAT 
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MILLIONS OF HOMEMAKERS LEARNING | 
ADVANTAGES OF ROBERTSHAW OVEN HEAT | 
| 









CONTROLS—SALES ADVANTAGE SEEN 
WHEN RANGES AGAIN AVAILABLE 
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TUNE IN THE ROBERTSHAW BROADCASTS OVER THESE STATIONS: 









METROPOLITAN BROADCAST 
MARKET RADIO STATION RADIO PROGRAM SCHEDULE 















Mon. thru Fri, 





Martha Deane 


NEW YORK 
June Baker—"Home Management” Mon. thru Sat. 


CHICAGO - 
Galen Drake—"“Housewives’ Protective League” Mon. thru Fri, 
LOS ANGELES an Combined with “Sunrise Salute” Mon. thru Sat. 


PHILADELPHIA WCAU Ruth Chilton—*For Women Only” Mon. they Fri. 





Wor 
WGN 

























BOSTON AND New England Network 

NEW ENGLAND W8Z—Boston, Mass. WCSH—Portland, Me. Two days per week 
4 |, Me. ” " “ 

MARKET WTIC—Hartford, Conn. WLBZ—Bangor, Me. ie ein Panes ssgy mark 











WJAR—Providence, R. 1. WBZA—Springfield, Mass. 







Yankee Network 
WEAN—Providence 





WNAC—Boston 






WAAB—Worcester WTHT—Hartford r - Two days per week 
WLLH—Lowell—Lawrence © WATR—Waterbury ‘esas. to alternate 
“Marjorie Mills” 






WHYN—Holyoke—Springfield WICC—Bridgeport 
WFEA—Manchester, N. H. WSAR—Fall River 
WCOU—Lewiston—Auburn, Me. 














DETROIT war “Mrs. Page's Household Economies” Mon., Tues., Thurs., Sat. 
PITTSBURGH KDKA Evelyn Gardiner—"Home Forum” Mon. they Fri, 














—— KkQw Galen Drake—"Housewives’ Protective League” Mon. thru Fri. 


ST. Louis KMOX Jone Porter—"The Magic Kitchen” Mon. thru Set. 
CLEVELAND WTAM Jane Weaver—"Woman’s Club of the Air” Mon. thru Fri. 
BALTIMORE WBAL Mollie Martin Mon. they Fri. 





















~~ ng Sus KSTP Beo Boxter “Household Forum” Mon. thru Fri. 


WASHINGTON, D.C. 
BUFFALO—NIAGARA WBEN “The Food Magician” (O. P. Stearns) Mon. thru Fri. 






Mon. thru Fri. 





Mary Mason—"Home Forum” 









CINCINNATI WLw Ruth Lyons—"Consumers’ Foundation” Mon. thru Sat. 
INDIANAPOLIS WIRE Richard Stone Mon. thru Set. 
ROCHESTER WHAM Hazel Cowles—”Women Only” Mon. thru Fri. 
DENVER KOA Lora Price—"Home Forum” Mon. thru Fri, 
SCHENECTADY woy Betty Lennox—"Household Chats” Mon. thru Fri. 






KANSAS City KMBC Caroline Ellis—"The Happy Home” Tues., Thurs., Sat. 










Through the above outstanding women’s interest programs on prominent 
radio stations, Robertshaw is urging millions of homemakers to demand 
Robertshaw Oven Heat Controls when new ranges are again available. 






COMPANY younecwooo, Pa. 
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From the Early Period 
of the Telegraph tothe present 
remarkable development inthe field of Electricity 


has been continuously demonstrating the 





fact that it isthe most reliable and 


permanent insulation known 
THE KERITE Wiét2A3t2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 


B25, 


©) 
Se 
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how to save your structures... 


af announcemen 


ten years in the making 


Four years of research in the Horn Laboratories 
with irreversible inorganic gels . . . six years of 
field proof on hundreds of structures . . . ten long 
years in all. Now the A. C. Horn Company, with 
47 years of Building Material experience, an- 
nounces WATERFOIL — the protective and deco- 
rative treatment for masonry surfaces. 


“Waterfoiling” concrete, stucco or brick surfaces 
lengthens the life and beautifies structures. WATER- 
FOIL impedes the penetration of water which causes 
reinforcing bars and mesh to rust and concrete 
to spall. 


WATERFOIL is a unique development. It is man- 
ufactured of non-critical materials. It contains no 
Linseed Oil — Casein — Resin Emulsion — Volatile 
Thinners or Cement. 


WATERFOIL becomes an integral “welded” part of 
the surface to which it is applied. No primers 
are required. 


If you have poor appearing, disintegrating struc- 
tures in need of restoration and protection, ask 


for details ... Yes, you can get WATERFOIL without 
priorities. Write today. 


A.C. HORN COMPANY 


BUILDING MATERIALS DIVISION 
Long Island City (1), New York 


CORN) 
WATERFOIL 


THE UNIQUE TREATMENT FOR EXTERIOR MASONRY SURFACES 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 

Trash Racks 


Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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TANKERS AWEIGH1/ 


Massive, six-wheel tank trucks for the Navy.... 
Bristling Half-Tracks for the Army... . Rugged 
mobility for the Marine Corps and the Air Forces. ... 
All essential. All for Uncle Sam. All training the 
men and women of Autocar to build the sturdy, 
dependable Autocar Trucks that the world will need 
when war is won. So keep your pledge to the 

U. S. Truck Conservation Corps. Your trucks are 
your own, but their life belongs to the Nation. 


AUTOCAR 


MANUFACTURED IN ARDMORE, PA. Buy more and more 


SERVICED BY FACTORY BRANCHES FROM COAST TO COAST U.S. WAR 
SAVINGS BONDS 
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ACRE BETA ID Sy 


ARE MEETING and BEATING 
DITCHING SCHEDULES ... 


yh ° Multi-Speed * Operating Ease 


Transmission © Unit Type 
* Abundant Power Construction 


* High Capacity * Top Quality 
Digging Wheel Materials 
ARE SOME OF THE REASONS 


THE CLEVELAND TRENCHER COMPANY 
100 ST LAIR AVENUE oe CLEVELANI OHIO Y/Y 


CLEVELANDS” Save More...Because they Do “Mor re 
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SAVE 50% 
IN TIME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Chicago Detrolt Montreal Toroate 
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VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RAD) 


You'll Gind SAFETY and SATISFACTION 
in these 


CRESCENT 


BUILDING WIRES AND CABLES 


BARE WIRE 


MAGNET WIRE 





Under latest government regulations, no crude 
rubber is used in the manufacture of these wires, 
yet through the substitution of plentiful Buna S$ 
Synthetic Rubber they retain the inherently 
superior moisture-resistant, long-life properties of 


rubber insulation. They carry Underwriters’ Labo- 


Se! 
a 
a 
< 
B 
fe 
be 
b 
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a 
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ue 
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ratory labels, and are approved under the National 


Electric Code for all interior wiring systems, and 
are the most available wires in wholesalers’ hands 


at present and for the duration. 





CRESCENT WA R P R (@] D U Cc T j @]) RK 1 0 0 % "CRESFLEX" 


Building Non-metallic 
Wire Sheathed 
» Cable 


CRESCENT INSULATED WIRE & CABLE CO. 


CRESCENT 


WIRE and CABLE 


Factory: TRENTON, N. J.—Stocks in Principal Cities 


























CRESFLEX NON-METALLIC SHEATHED CABLE 


RESCENT ENDURITE SUPER-AGING INSULATION - WEATHER-PROOF WIR 
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Meet wartime conservation demands with 


Johns-Manville Insulations 


FOR TEMPERATURES TO 600° F. J-M 85% Magnesia 


has been for many years the most widely used block 
and pipe insulation for temperatures to 600° F. and, 
in combination with Superex, for higher temperatures. 
Maintains high insulating efficiency. Standard block 
sizes 3" x 18", 6"x 36" and 12"x 36"; from 1" to 4" thick. 


2 = 
INSULATION FOR TEMPERATURES TO 1900° F. 
J-M Superex Blocks have long been standard for this 


service. High heat resistance, low thermal conductivity. 
Sizes 3" x 18", 6" x 36" and 12" x 36"; from 1" to 4" thick. 


JORINS > MANVILLE 


Industrial Insulations 


FOR STEAM LINES UP TO 700°F. J-M Asbesto-Sponge 
Felted Pipe Insulation is recommended where maximum 
efficiency, high salvage and resistance to abuse are 
essential. For temperatures over 700°, used in combina- 
tion with Superex. It is available in 3-ft. lengths, from 
1" to 3" thick, for standard pipe sizes. 


FURNACE INSULATION UP TO 2600° F. J-M Insu- 
lating Brick and Insulating Fire Brick are available 
in 7 types, with temperature limits ranging from 1600° 
F, to 2600° F. All provide light weight, low conductivity. 


FOR DETAILS on these materials, 
and on the complete J-M Insula- 
tion line, write for Catalog GI-6A. 
Johns-Manville, 22 East 40th 
Street, New York, N. Y. 


FOR EVERY TEMPERATURE ... FOR EVERY SERVICE 
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PART OF 

THE RECORD 
OFA 

28-YEAR OLD 
TRIDENT METER 








HIS and other questions vital to the 
E pelos operation of a metered sys- 
tem can only be answered from the study 
of records. The experience and records 
of others will give you a fairly accurate 
guide, enabling you to start a program. 
Then, when your own records have been 
established, you can alter the program 
originally set up, adjusting it to the per- 
formance of your meters. A meter record 
card, such as that shown, made out for 
each meter in your system, will form the 
basis for your records — the proper use 
of which will result in more efficient 
and profitable operation of your meter 
department. 


@Trident representatives will be 
glad to help you work on your 
problem. They can put you in 
touch with Water Departments 
having similar conditions to 
yours, and who already have the 

required experience. 














NEPTUNE METER COMPANY © 50 West 50th Street © New York 20, N. Y. 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND. ORE.. 
DENVER. DALLAS. KANSAS CITY. LOUISVILLE. ATLANTA. BOSTON. 

Neptune Meters. Ltd.. Long Branch. Ont., Canada 
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IN SHIPS OF ALL TYPES 


TODD BURNERS 
ARE WORKING FOR VICTORY 


In countless ships, merchant 
and fighting, and in war plants 
ofall types...wherever trouble- 
free, dependable combustion is 
a necessity . . . Todd Burners 
are delivering unsurpassed per- 
formance in the production of 
heat and power. 


Buy MORE 
War Bonds and Stamps 


TODD BURNERS * * ON THE 


Public Utilities Fortnightly 


A¥ON tay, 


A convoy of ships plows along steadily, relentlessly. 
Perhaps a wolfpack will attack. Maybe it will tag a 
few of these sturdy freighters. But it will pay dearly. 
And for every ship the subs manage to sink, Ameri- 
can industry sends *many more out to take its place. 
One of the factors that is putting an end to the Axis 
submarine menace is the overwhelming numerical 
weight of the ships we are sending to sea. To 
achieve such a stupendous output, American indus- 
try has revolutionized shipbuilding methods . . . is 
speeding ship repair at a record-breaking pace. 
It’s one of the great accomplishments of the war! 
And it is typical of the endless string of victories... 
all along our production lines . . . that mark the 
effort of American industry to help win uncondi- 
tional surrender—and quickly! 

*NOTE TO THE ENEMY — Wouldn’t you like to know how many? 


TODD SHIPYARDS CORPORATION 


TODD COMBUSTION DIVISION 
601 West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVESTON 
SEATTLE BUENOS AIRES LONDON 


FIRING LINE OF AMERICA’S WAR PRODUCTION FRONT 
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SRHOT” HELPS OUR FIGHTERS 


n uninterrupted flow of electricity to 
e farm and manufacturing fronts 


heans more food, more supplies for our 


ghting fronts. So keep those power 


nes on the job. They'll help com- 
ensate for the labor that’s been lost. 
You can obtain materials and sup- 
lies needed for proper maintenance 
nd emergency repair of your A.C. 
}.R. lines. Alcoa has been authorized 
o carry an adequate inventory of 
hese materials in stock, so we can 
make prompt shipment on orders 
bearing proper authorization. The 
orm of certification required is pro- 


ided in the WPB Utilities Order U-1. 


A.C.S.R. power lines—Aluminum 
Cable Steel Reinforced—are playing 
an important part in our country’s 
war effort. These conductors are on 
many of the steel tower, high voltage 
lines you see stretching across coun- 
try. They form vast rural networks. 
A.C.S.R. provides the high conduc- 
tivity, high strength and resistance 
to corrosion that makes the enviable 
performance of these lines possible. 

If you need help in placing repair 
orders, or on any other maintenance 
problems, write ALUMINUM COMPANY 
or America, 2134 Gulf Building, 


Pittsburgh, Pennsylvania. 
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SAVE 10 rT 





Save to Win . . | : P | 
with these four simple rules . Is a vita principie 


of battery care: of utility operation| 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. ‘ ° ° 
Conservation of materials is no new story 
Keep the top of the battery and . ogee 
caliaey "aiken dink aud ces at to the men who operate public utilities. 
all times. This will assure maximum With thrift and efficiency they have always 


protection of the inner parts. 5 
planned for conservation. 

Keep the battery fully charged— 

but avoid excessive over-charge. 


> 

A deleas bility Wi fat tele They’ve squeezed the last ounce of use 

when charged at its proper voltage. out of materials and equipment in their 
4 Record water additions, voltage, care . . . and today, that need is intensified. 

and gravity readings. Don't trust 

your memory. Write down a com- ° -s ° 

plete record of your battery's life One helpful principle to follow is that of 

history. Compare readings. “Buy to Last—Save to Win.” Buy quality 
If you wish more detailed information, or products and equipment, then care for it to 
have a special battery maintenance prob- a 
lem, don't hesitate to write to Exide. avoid needless replacement. That conserves 


We want you to get the long-life built : e ° 
isin lary Wite Raters. Auk tor tautiet raw materials, labor, and space in factories. 
Form 3225. It frees these productive elements for essen- 


tial war production. 


v 
— Fxide— 
: THE ELECTRIC STORAGE BATTERY CO. 


CHLORIDE Philadelphia 
BATTERIES Exide Batteries of Canada, Limited, Toronto 
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in the COMPLETE line 


you have a Penn-Union Catalog, you 
instantly find practically every good 

pe of conductor fitting. These few 
only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


M with compression units 
ing a dependable grip on both con- 
tors. Also Straight Connectors and 
Tees with same con- 
tact units. 


“3 


pe Seema 
aw 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


oid 
‘2 


—— ae 
RDA 


Type Straight Connectors 
educers, Elbows, Tees, Ter- 
als, Stud Connectors, etc. 


ee Flee 
Be 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


pie) f 


Tite Terminals for quick 
tallation and easy taping. 
fo «6sleeve type terminals, 
w type, shrink fit, etc. etc. 


po 
xs 


I da Hem 
eee 


icing Sleeves, Figure 8 and Oval, seamless tub- 
—also split tinned sleeves. High conductivity 
pper; close dimensions. 
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NEW YORK 


ARM YOURSELF WITH G2/7o9 ... NEW WEAPON 
FROM FAMOUS ARSENAL OF FIRE FIGHTERS! 


Fire is an Axis ally. It must be fought, on land and at sea, 
in factories and on the road. 

To help you fight fire effectively—General Detroit offers 
you » a@ new extinguisher that smothers fire in a 
chilly blanket of carbon dioxide. Harmless to materials, 

leaves no stain, is especially recommended for 
electrical, oil, and gasoline fires. 

G/7ep is made by the same people who give you 
Fire Guard, Alaskan, Floafome, and other famous brands. 
This is your assurance both of dependable manufacture 
and production in sufficient quantities to meet all vital 
needs. Mail coupon today for full details. We will also 
send you free Fire Protection Kit and large, lavishly illus- 
trated catalog. 


Fire Protection is Victory Effort? 





THE GENERAL [JETROIT CORP. 


Former Name The General Fire Truck Corp. 
DETROIT 

West Coast Affiliate: The General Pacific 

Corp., Seattle, Los Angeles, San Francisco. 

i: in all principal cities. 


CHICAGO 


Dp on 








ity. Write for Catalog. 
ag ELECTRIC CORPORATION 





THE GENERAL DETROIT CORP. 
2228 East Jefferson Ave., Detroit 7, Mich. 


Please rush details on GQ/Jeg and others in your complete line of 
fire extinguishers. 


NAME 
TITLE 

















Sold by Leading Jobbers 


ate Lone Soni on gas >] 


4 


Le ee oe en 


Tear out this simplified coupon and attach 
to your letterh 
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RGE, HIGH-SPEED MOTORS 
psent a special problem to the 
tor designer. It’s a problem 
ht Elliott engineers have long 
© grappled with, and licked, 
h impressive results. 


ake the two big motors in the 
ture — 2000-hp., two-pole 
uction motors. Impressive in 
pearance alone, so that a visi- 
representing a prominent 
ity, seeing them in the Elliott 
ps, immediately became in- 
ested, watched the tests and 


became enthusiastic. Result, six 
new Elliott two-pole motors in 
that utility plant. 


Elliott started twenty-five 
years ago to develop this type of 
motor. It has been a step-by-step 
process, like all engineering de- 
velopments. The consequence of 
this concentration on a special- 
ized motor problem is the rapidly 
increasing appearance of the 
familiar Elliott monogram on the 
bearing caps of fine big motors 
on high-speed utility drives. 


Elliott motors of this type have a number of excellent points. Stator 
frames are stiffly constructed of welded steel, or cast if desired. 
Pressure lubrication from a built-in unit. Cool, quiet operation insured 
by large ventilating channels and ducts in both shell and stator core. 
Exceptionally high strength and rigidity at high speeds. Descriptive 


bulletin on request. 





ELLIOTT 


A star has been added to 
the Army-Navy ‘“‘E”’ flags 
flown by both the Jean- 
nette and the Ridgway 
plants of Elliott Company. 


ELLIO 
COMPA 


Electric Power D 


RIDGWAY, 


DISTRICT OFFICES 
PRINCIPAL CIT 
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Due to war-time travel restriction, conventions listed are subject to cancellation. 


+7 OcTOBER . @ 





{ U. S. Independent Telephone Association opens meeting, Chicago, Ill., 1943. 
{ Pennsylvania Electric Association starts committee meeting, Philadelphia, Pa., 1943. 








q American Water Works Association, Missouri Valley Section, convenes for session, Des 
Moines, Iowa, 1943. Y 





{ Electrochemical Society concludes fall meeting, New York, N. Y., 1943. 








Pacific Coast Electrical Association, Southern Section, will hold war-time technical 
conference, Los Angeles, Cal., Oct. 28, 1943. 





4 National Metal Congress convenes, Chicago, IJil., 1943. 





4 American Water Works Association, Wisconsin Section, starts convention, Milwaukee, 
ts., 1943. 








q Pacific Coast Electrical Association, Northern Section, will hold meeting, ¢ 
San Francisco, Cal., Nov. 4, 1943. 





{ South Dakota Telephone Association starts meeting, Mitchell, S. D., 1943. 





7 — Independent Telephone Association will hold meeting, Roanoke, Va., Nov. 4, 





q Engineers Council for Professional Development holds meeting, New York, N. Y., 1943. 








q American Public Works Association starts Public Works Congress, Chicago, Ill., 1943. 








q National Electrical Manufacturers Association starts meeting, New York, N. Y., 1943. 
4 Asso. of Gas Appliance and Equipment Manufacturers meets, St. Louis, Mo., 1943. 








JAmerican Gas Association starts meeting, St. Louis,.Mo., 1943. 








q American Water Works Association, California Section, convenes for session, Los 
Angeles, Cail., 1943. 
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A mural by Ezra Winter, reproduced by courtesy of Bank of the Manhattan Company 
In this painting is shown the famous Buttonwood Tree on Wall Street, under 


which was the first New York Stock Exchange—about 1792. A meeting 
1s in progress tn this scene. 
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OcTOBER 14, 1943 


Public Utility Efficiency and 


Postwar Full Employment 


PART I 


Discussion of the three types of utilities now in op- 
eration in America, comparison of their methods of 
financing, and differences in respect to tax burdens. 


By FERGUS J. McDIARMID 


N the years following the present 

war, the free enterprise system of 

private capitalism which has pre- 
vailed up to the present in America 
will receive its most severe testing. 
Unless a reasonably high level of em- 
ployment can be maintained in the post- 
war period this system is unlikely to 
survive. For the attainment of such 
full employment, a large, steady, and 
unimpeded flow of savings into invest- 
ment is necessary. In this matter the 
utilities, which are as a group among 
the largest users of capital, have a 
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leading part to play. Not only the 
building of a new generator, but the 
purchase by a customer of a new re- 
frigerator or gas or electric range is 
a step toward this end. 

But while full employment from a 
sociological point of view is probably 
an end in itself, from the point of view 
of economics it is only a means to the 
end of a higher standard of living. 
The Egyptians, when they were build- 
ing the pyramids, may have achieved 
close to full employment, but their 
standard of living was probably de- 
OCT. 14, 1943 
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pressed thereby. To work toward a 
higher living standard, not only the 
wise and productive investment of 
capital, but the efficient future opera- 
tion of the plant so created is required. 
In those parts of the world where 
the free enterprise system of private 
capitalism has prevailed, three main 
types of public utility organization 
have received practical application to 
date. All three types are now in opera- 
tion in America. First there is the well- 
known private company still the domi- 
nant form of utility organization in 
this country. Then there is the munici- 
pally owned system serving a single 
city and sometimes immediately sur- 
rounding territory. Examples of this 
in the electric field are to be found in 
Los Angeles, Tacoma, Seattle, Spring- 
field, Illinois, Fort Wayne, Indiana, 
and more recently in San Antonio, 
Texas. Finally there is the regional 
public authority serving a wide terri- 
tory. Examples of the latter are the 
Tennessee Valley Authority, the 
Bonneville Authority, and the Hydro 
Electric Power Commission of On- 
tario. It is a common practice for such 
regional authorities to sell power to 
municipally owned systems. On rarer 
occasions we find an operating tie be- 
tween private companies and other 
types of public utility organizations. 
This latter type of development has 
been greatly stimulated by the war. 


1 igo the year 1933, the so-called 
private company tended quite 
completely to dominate the electric util- 
ity field in this country. In that year 
only 6 per cent of the generating ca- 
pacity in central electric stations was 
publicly owned. By the end of 1942, 
however, this proportion had increased 
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to 17 per cent, about half of which was 
municipally ownéd and half owned by 
public authorities. While the amount 
of privately owned generating capacity 
was increasing by 21 per cent, that 
owned by public bodies was multiply- 
ing fourfold. Of the capacity expected 
to be added in this year 1943, nearly 
half will be publicly owned. 

In this article and a succeeding one 
I would like to discuss the basic dif- 
ferences between these three types of 
public utility organization and to try 
and bring out the relative advantages 
and disadvantages of each. How do 
their financing methods differ? Does 
any of the three types enjoy any artifi- 
cial advantages or suffer from any un- 
fair disadvantages as compared with 
the other types? What are the forces 
tending to promote efficiency or ineffi- 
ciency in each case? Finally, which 
type is likely to help most to create the 
reasonably full employment toward 
which we must aim if the so-called free 
enterprise is to survive and prevail 
after the war? These are the matters 
which I would like to discuss. 


EFORE proceeding, however, into a 
detailed discussion of these basic 
points there are two or three subsidiary 
matters of a more or less ideological 
nature which I would like to clarify. 
In the first place, I do not believe that 
as a practical matter it is possible to 
prove in all cases that any direct rela- 
tionship exists in either the United 
States or Canada between public own- 
ership of utilities and so-called political 
and economic radicalism. The oldest 
large-scale regional electric system on 
this continent is that operated by the 
Hydro Electric Power Commission of 
Ontario. Yet, in the writer’s opinion at 
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least, the rank and file of the people of 
that province are in political and eco- 
nomic matters among the most con- 
servative to be found in either Canada 
or the United States. Ontario’s credit 
stands highest among the Canadian 
provinces and its major cities are run 
with businesslike efficiency. 

Here in Fort Wayne, Indiana, we 
have one of the largest municipally 
owned electric plants in the Middle 
West. Fort Wayne is a city of diversi- 
fied industry and the vast majority of 
its people are employed in private en- 
terprise of one kind and another. There 
is every reason to believe that its peo- 
ple as a group are believers in the pri- 
vate enterprise system. The town has 
received over a long period of years 
quite efficient and economical city gov- 
ernment, and its bonds, when they trade 
at all, do so on a fantastically rich 
basis. Yet, any politician who was to 
suggest that Fort Wayne’s municipal- 
ly owned electric plant, which inci- 
dentally is debt free, should be sold to 
private interests, would, in the opinion 
of the writer, be requesting political 
extinction. This plant is treated as the 
darling of both political parties when 
they are in power, and each party in 
turn seeks to take credit for its accom- 
plishments. 


r would no doubt require something 
approaching a political earthquake 


to permit the large federally con- 
structed hydroelectric developments 
such as Bonneville, Grand Coulee, and 
the TVA plants to pass into private 
hands. 

Such evidence as is available tends 
to indicate that public opinion in Fort 
Wayne is rather typical of that in cities 
or territories where public operation 
and ownership of utilities has prevailed 
over a period of time. There is no ap- 
preciable sentiment for a change to so- 
called private ownership. The writer 
does not seek to justify or criticize this 
public state of mind. He merely states 
it as a rather important fact to be 
faced. Barring a revolutionary shift in 
public attitudes, which at the present 
time is not foreseeable, private utilities 
in this country are going to have to 
continue to operate alongside publicly 
owned utilities and be subject to what- 
ever comparisons either favorable or 
otherwise that this involves. For this 
reason it seems not only fair, and also 
important from the standpoint of sur- 
vival of the private companies, that the 
different types of utility organizations 
operate under roughly comparable con- 
ditions, that one type is not offered 
large-scale advantages which another 
does not possess. But much more on 
that subject later. 


, i ‘HE other side of the coin is that 
publicly owned utilities are not as 


e 


quite completely to dominate the electric utility field in this 


q “UNTIL the year 1933, the so-called private company tended 


country. In that year only 6 per cent of the generating ca- 
pacity in central electric stations was publicly owned. By the 
end of 1942, however, this troportion had increased to 17 
per cent, about half of which was municipally owned and 
half owned by public authorities.” 
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a class endowed with a larger amount 
of virtue than privately owned ones. A 
well-managed privately owned com- 
pany does not necessarily conduct busi- 
ness on a lower moral plane than its 
publicly owned counterpart. Of course, 
there are those who would have us be- 
lieve otherwise. They would have us 
believe that there is necessarily some- 
thing sinister and against the public 
interest in the operating of a utility 
property by a private business organ- 
ization. They tend to be a little weak 
on facts and figures when it comes to 
explaining the reasons for their views. 

These gentry can be most easily 
spotted by their liberal use of the term 
“power trust,” an expression now so 
lacking in meaning that repeated use 
in this day and age indicates a certain 
vacuity and simplicity of mind. Such 
advocates, however, seek to impart to 
their work a moral grandeur at least 
on a par with that of the missionary 
who sets out to convert the heathen. 
Usually, however, it will be found that 
they have axes to grind, and manage 
to derive from their agitation an in- 
come measurably greater than they 
could hope to derive from work more 
closely associated with the production 
of real wealth. 

Another item upon which I would 
like to comment at this stage concerns 
a matter of definition. Just how private 
is a so-called private utility? Far from 
being a closely held private monopoly 
it normally draws on a broad cross sec- 
tion of the saving public for its capi- 
tal requirements. Securities issued to 
finance publicly owned utilities have an 
unusually strong appeal to the wealthy 
to whom their tax-exempt feature is an 
important advantage. They are, there- 
fore, in all probability not so broadly 


owned by the rank and file as those of 
private utilities. The private utility is 
subject to close regulation by various 
governmental commissions and au- 
thorities. As a matter of fact, its affairs 
are as a rule subject to much closer 
public scrutiny than those of many so- 
called publicly owned utilities. There- 
fore, while we will continue to use the 
term “private utility” in this article we 
do so with apologies, for the expres- 
sion describes the situation rather 
poorly. 


eaten a public utility, whether 
publicly or privately owned, is not 
necessarily a complete monopoly. A 
water utility probably comes pretty 
close to being one, in that the people 
of a community are forced to use its 
services. Likewise there is no practical 
substitute for telephone service, al- 
though loss of telephone subscribers 
during the late depression gives one 
something to think about before hand- 
ing out definitions. However, only a 
fraction of the business of an electric 
utility is truly monopolistic. Its indus- 
trial business is largely competitive— 
an industry can install its own power 
plant and frequently does. A large part 
of the domestic and commercial busi- 
ness is also competitive. For cooking, 
water heating, refrigeration, and air 
conditioning, electricity must compete 
with gas, and where natural gas is 
available and sold by another company 
the competition is frequently fierce. 
The gas utility business is almost en- 
tirely competitive and has few of the 
aspects of a monopoly. These are fac- 
tors which should be taken into account 
in regulatory policy to a greater extent 
than has been the case in the past. 
The gist of the preceding several 


OCT. 14, 1943 468 





c= we AS. | 2 tt Oy heed 


_ 
eS. 


PUBLIC UTILITY EFFICIENCY AND POSTWAR EMPLOYMENT 





Method for Raising Capital 


(‘< , ptbaaesa private utility can raise capital, aside from depreci- 

ation funds and surplus earnings, by one method only, by bor- 

rowing the savings of investors. To do this it must present a convincing 

case that it will be able to stand on its own feet as an economic enterprise, 

and that the new capital being introduced will serve a fruitful purpose. 

Such a situation tends to insure the efficient and economical use of sav- 
ings.” 





paragraphs is a plea that the different 
types of utility organizations be judged 
on their real merits or demerits and 
not on the basis of characteristics im- 
puted to them by promoters of various 
ideologies. 


Financing Methods 


I* the last analysis there is only one 
source of capital, the savings of in- 
dividual people. When our people as a 
whole in a given period consume less 
wealth than they are instrumental in 
creating a volume of savings has been 
achieved and capital has been created. 
Governments in themselves cannot cre- 
ate capital, they can only acquire capi- 
tal which is created by their citizens. 
And we are now learning, if we did 
not know it before, that there are lim- 
its to the amount of capital which even 
the people of this country are capable 
of saving. If our standard of living 
is not to suffer, these savings must be 
used to the best possible advantage. 


469 


It is equally if not more important 
that there be no impediments to the 
free flow of savings into productive 
enterprise. When this flow is held up 
by barriers of one kind or another so 
that capital tends to gather in idle pools, 
we have stagnation of business and un- 
employment. This is what happened 
during the last decade and it can hard- 
ly be tolerated in future if our present 
economic system is to survive. 

Let us now apply these two finan- 
cial criteria to the three types of utility 
organizations dealt with above. Which 
type or types are best organized to 
assure the economical use of capital? 
Which is best setup to insure the con- 
tinuous inflow of capital ? 

A so-called private utility can raise 
capital, aside from depreciation funds 
and surplus earnings, by one method 
only, by borrowing the savings of in- 
vestors. To do this it must present a 
convincing case that it will be able to 
stand on its own feet as an economic 
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enterprise, and that the new capital 
being introduced will serve a fruitful 
purpose. Such a situation tends to in- 
sure the efficient and economical use of 
savings. 


’ is not inferred, of course, that pri- 

vate enterprise has never been guilty 
of wasting capital. Certain duplica- 
tion of railroad facilities, for example, 
points to the contrary. Fortunately, 
such unfruitful use of the people’s 
savings on the part of the public utility 
industry has been rare. Also the pri- 
vate enterprise system imposes certain 
checks on the wasteful use of capital 
which have no counterpart in the sphere 
of public investment or spending. 
First, as we pointed out in the preceding 
paragraph, there is the test of the capi- 
tal market. In the private enterprise 
field the chronic waster of capital does 
not usually stay long in business. Also 
the requirement that a return be earned 
on an investment makes for the most 
efficient use of available capital. 

In the case of so-called publicly 
owned utilities what safeguards exist 
against the wasteful use of capital? 
When such an enterprise is financed 
entirely through the sale of revenue 
bonds the tests imposed by the capital 
market apply to some extent, although 
usually on a less stringent basis than 
in the case of a private utility. Then 
there is the natural desire of most 
managements to do a good job, an in- 
fluence which should not be under- 
rated. 

In the case of municipal sys- 
tems, particularly those operating in 
medium-sized cities, the city council, 
board of works, and citizens generally 
tend to keep a watchful and critical 
eye on major capital expenditures. 
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r is when Federal government fi- 
nance enters the picture, and the 
money seems to come from a long dis- 
tance away, that the danger is great- 
est of the bars being let down. There 
is a natural tendency for each commu- 
nity or region to try to get its share 
of the gravy regardless of the real 
economic worth of the project on which 
the money is being spent. Also the 
means at the disposal of the Federal 
government to get control of the na- 
tional savings are very great, just as 
the restraints on the wasteful use of 
those savings are correspondingly 
weak. It can tax, or borrow, or make 
a capital levy through the process of 
inflation. There exists a school of 
thought in Federal government circles 
which advocates the financing of a 
great public works program through 
an indefinite increase in the public 
debt. This to the writer would seem 
to lead only to inflation. And such a 
program would doubtless include pub- 
lic utility construction, to which few 
if any of the usual safeguards against 
the wastage of capital would apply. 
Turn now to another phase of this 
matter of financing. What type of 
financial structure is most suited to in- 
sure a free flow of new capital into a 
utility enterprise? We need hardly con- 
sider the federally financed utilities as 
their ability to obtain capital is limited 
only by the power of the Federal gov- 
ernment to tax, to borrow legitimately, 
or to inflate. The sale of bonds to the 
commercial banking system is one of 
the more refined methods of inflation. 


r seems to the writer that utility 
finance through the medium of se- 
rial bonds, as practiced by most munici- 
pally owned utilities, is a very good 
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method of insuring a free flow of new 
capital into the industry. Under such 
a setup there is a constant tendency 
to decrease the ratio of property to 
debt since debt is normally retired more 
rapidly than property. Of course such 
utilities are under the necessity of en- 
tering the capital market more often 
than would be the case if they did not 
pay off debt, but this may be a good 
thing, as it encourages them to keep 
their financial houses in order. Such 
periodic debt retirement: makes room 
for the incurrence of more debt, when 
it is desired to raise more capital. 
This method of financing finds great 
favor with the present body of in- 
vestors. Observe the fact that quite 
often serial debentures of a private 
utility sell on a lower interest basis 
than the long-term mortgage bonds to 
which they are nominally junior. Such 
term bonds running for a long period 
of years, with more often than not only 
a nominal provision for amortization 
or none at all, seem to have been an 
unfortunate inheritance from the field 
of railroad finance. In the writer’s 
opinion, they are a weak feature of 
present day private utility finance. 
They are desirable neither from the 
point of view of the borrower nor the 
lender. They do not provide the lend- 
er with the safeguards against indus- 
trial obsolescence, decline in earnings 
from competitive and other factors, 
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etc., which he might expect in view of 
present low interest rates. If maturity 
of a large-term issue occurs in time of 
crisis they threaten the borrower with 
insolvency. And most serious of all 
they tend on occasion to block the 
flow of new capital into an industry. 


oe number of years 
ago a middle western utility 
sold some long-term bonds. At that 
time its property consisted of an elec- 
tric system, a streetcar system, and 
some interurban lines. The interurban 
lines have now ceased to exist, and the 
streetcar system is on the point of 
being replaced with trolley busses 
which will cost much less than the old 
streetcars and tracks. The bonds are 
still outstanding in their original 
amount. As a result this utility is 
faced with a situation where it has 
bonds outstanding about equal in 
amount to what seems to be the value 
of its present used and useful property. 
Its bonds, which are 5’s, sell at a heavy 
discount even in today’s bond market. 
Under such circumstances, this utility 
could hardly raise new capital through 
the sale of more bonds. Its equity secu- 
rities are of such a marginal nature 
that it could not sell more of them on 
any worth-while basis. The flow of 
capital into this company by the usual 
methods of financing is, therefore, 
largely blocked. 


where the credit risk seems small have a very much better 


“In our economy as it exists today, fixed interest securities 
I 


market than stocks. This is no doubt partly because large 
financial institutions, which are hungry for bonds, are large- 
ly prohibited by law and other factors from buying stocks. 
Also bond interest is a charge before income taxes, and stock 


dividends come after.” 
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Of course the crowning historical 
example of the evils resulting from 
permanent or near permanent debt is 
found in the field of railroad finance. 
Much railroad mileage which before 
the war, at least, had largely lost its 
earning power and seemed due for 
abandonment was financed by long- 
term bonds which still remain out- 
standing. Such bonds constitute a 
dead weight burden on the more profit- 
able railroad mileage. There can be 
little doubt that the burden of fixed 
charges on old debts has sometimes 
prevented the railroads from spending 
money on modernization which was 
badly needed to maintain their compet- 
itive position and also to give employ- 
ment. In 1932 and 1933, for example, 
when the bread lines were very long, 
indeed, the amount of new railroad 
equipment purchased was insignificant 
compared to normal. In fairness, of 
course, it should be stated that a large 
section of railroad troubles does not 
stem from their methods of financing. 


om of years ago a large dam 
was being thrown across a 
northern river. At a critical stage in 
the construction, when the last section 
of a cofferdam was about to be slipped 
into place to throw the water away 
from one side of the river bed, some- 
one upstream got his signals mixed 
and allowed a large number of logs to 
come down suddenly, jambing up the 
breach. Then for a week a thousand 
or so men had to sit around idle until 
the log jamb was untangled and work 
was able to proceed on the dam. I 
have pointed out above some of the 
financial log jambs, in the form of un- 
balanced capital structures with an 
overload of fixed charges, which may 
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result from issuing debt securities for 
long terms without appreciable provi- 
sion for amortization. These too may 
produce idle men by blocking the flow 
of new capital into enterprise, or forc- 
ing the curtailment of other expendi- 
tures to meet fixed charges on old debt. 
If the free enterprise system is to sur- 
vive in the future they are a type of 
luxury we must try to avoid. 

As the writer has pointed out pre- 
viously in the ForTNIGHTLY, publicly 
owned utilities have in this day and age 
one noteworthy advantage over private 
utilities in the matter of financing. It 
is due to the fact that the former can 
meet all of their capital requirements 
through the issuance of debt securities, 
nearly always on a serial basis, while 
private utilities must have a large part 
of their capital structure in the form of 
equity securities, 


N our economy as its exists today, 
fixed interest securities where the 
credit risk seems small have a very 
much better market than stocks. This 
is no doubt partly because large finan- 
cial institutions, which are hungry for 
bonds, are generally prohibited by law 
and other factors from buying stocks. 
Also bond interest is a charge before 
income taxes and stock dividends come 
after. 

As to how this situation might be 
equalized for the benefit of the private 
utilities, the writer has no very clear- 
cut ideas. Presumably these utilities 
must have equity securities so some- 
body can “own” them. No doubt a 
large part of the answer lies in the 
field of taxation, on which more later. 
A partial answer might be to allow 
private utilities to have considerably 
more than half their total capital struc- 
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Taxes of Publicly Owned Utilities 


& gid acs amount of taxes paid by publicly owned utilities does not con- 

stitute a very important part of total revenue. Some of these pay 

an amount supposed to be the equivalent of local taxes. Others render 

certain services free, such as street lighting, in lieu of such taxes. Without 

exception, however, they are free from the major part of the tax burden 

under which all sections of private business and industry carry on; name- 
ly, Federal income and excess profits taxes.” 





ture represented by debt at any one 
time provided that this debt is put on a 
serial basis. It will do them no harm 
if they are able to work toward a low- 
ering in their stated capitalization. 
They must look forward to the time 
when many publicly owned utilities will 
have their debt paid down to small pro- 
portions and have correspondingly 
low fixed charges. It will be better if 
at that time comparisons are not too 
invidious. 


The Matter of Taxation 


Sew greatest and most striking 
difference in the conditions under 
which so-called privately owned and 
publicly owned utilities operate re- 
volves around the matter of taxation. 
The private company operates within 
the framework of the profits system 
which, as was previously pointed out, 
involves no stigma at all, in fact quite 
the reverse. It simply means that it 
must stand on its own feet without aid 
from public funds, taking in as many 
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dollars as it pays out, with the latter 
including a return on the investment 
large enough to attract additional capi- 
tal. 

In addition it acts as an important 
tax collection agency for various gov- 
ernment bodies. 

Nine large private electric utilities 
selected at random by the writer paid 
in 1942 a total tax bill averaging 24.0 
per cent of operating revenue; ranging 
from 28.0 per cent to 18.6 per cent of 
revenue in individual cases. This com- 
pared with an average of 17.8 per cent 
of revenue paid to their security hold- 
ers, 7.2 per cent in interest, and 10.6 
per cent in dividends. 


O F the total average tax bill of these 
9 utilities averaging 24.0 per cent 
of revenue, 9.4 per cent represented 
local taxes, while 14.6 per cent was in- 
come and excess profits taxes. It will be 
noted that the local taxes are a charge 
on revenues before any payments to se- 
curity holders, while the Federal taxes, 


OCT. 14, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


equal to 14.6 per cent of revenue, had 
to be paid before it was possible to pay 
dividends equal to 10.6 per cent of 
operating revenue to stockholders. Al- 
together it will be noted 41.8 per cent 
of operating revenue was paid out 
either in taxes or as investment return, 
payment of the former being the sen- 
ior charge. 


A compared with the private utility 
company, the publicly owned 
utility operates with the aid of two im- 
portant pipe lines out of the Federal 
Treasury. The first of these has to 
do with direct taxation. The amount 
of taxes paid by publicly owned utilities 
does not constitute a very important 
part of total revenue. Some of these 
pay an amount supposed to be the 
equivalent of local taxes. Others ren- 
der certain services free, such as street 
lighting, in lieu of such taxes. Without 
exception, however, they are free from 
the major part of the tax burden under 
which all sections of private business 
and industry carry on; namely, Fed- 
eral income and excess profits taxes. 

In 1942, six of the largest munici- 
pally owned electric systems spent on 
taxes or tax equivalent an average of 
8.1 per cent of operating gross, while 
bond interest consumed on the average 
another 8.7 per cent of gross. This 
bond interest, of course, represented 
the entire return on invested capital. 
These results are shown in direct com- 
parison with those of the nine private 


e 


1942 Taxes As % of 
Operating Revenue 


Max. Min. Average 
18.6% 
10.3 5.0 
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9 Private Companies 28.0% 


6 Municipal Systems 
OCT. 14, 1943 


utilities referred to above, in the table 
below. 


4 will be observed that the private 
companies paid out 24 times as 
large a proportion of gross in taxes 
and investment return as did the mu- 
nicipal systems. The extra burden in 
these two expense items borne by the 
private companies was equal to 25 per 
cent of gross, a very large and im- 
portant percentage, which seems to 
render any direct comparison between 
the rates charged by the two groups 
of utilities entirely unappropriate. 

Do the above percentages indicate 
that the private companies have been 
paying a too lavish rate of return to 
their security holders? They do not. 
In the first place, they have taken ad- 
vantage of current low interest rates to 
refinance their bonds at very low rates. 
More important still, any direct com- 
parison between total investment re- 
turn paid by publicly owned and pri- 
vately owned utilities is largely mean- 
ingless. This is on account of the sec- 
ond pipe line out of the Federal Treas- 
ury referred to above which operates 
to the benefit of the publicly owned sys- 
tems. It concerns the tax-exempt status 
of the securities through which they 
are financed. 

The importance of this factor has 
increased steadily as tax rates have 
mounted. 

Its present very great significance 
may not be generally realized. 


1942 Investment Re- 
turn Paid As % of 
Operating Revenue 

Max. Mu. Average 

24.0% 22.7% 12.9% 17.8% 
8.1 18.6 3.1 8.7 
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in a position to finance on a considerably more favorable 


q “It is quite obvious .. . that publicly owned utilities are now 


basis than the Federal government and at an interest rate 
only about one-half to one-third as high as the over-all rate 
which private utilities must pay on their securities. This ad- 
vantage to a considerable extent derives from the indirect 
subsidy paid to such publicly owned utilities in the form of 


tax exemption of their bonds.” 


e 


HE writer has in recent months 

carried out the liquidation of sev- 
eral million dollars worth of municipal 
bonds, many of which were sold to 
finance utility enterprises. The basis 
on which it was possible to sell these 
bonds was quite enlightening. Many of 
them sold on a yield basis very consid- 
erably lower than that of taxable 
United States government bonds. For 
example, the sewer revenue bonds of a 
small Iowa city sold to yield 1.3 per 
cent, while US bonds of the same ma- 
turity were selling on a 1.9 per cent 
basis. Water revenue bonds of a me- 
dium-sized Arkansas city sold on a 
1.6 per cent basis considerably less 
than equivalent Federal bonds. The 
electric revenue bonds of a city in Vir- 
ginia sold to yield 3.10 per cent less 
than equivalent maturities of the na- 
tional government. Just a short time 
ago the Los Angeles Department of 
Power sold bonds due in the 70’s to 
yield 2.10 per cent. Shorter United 
States government bonds were sold 
shortly before to yield 2.50 per cent. 

It is quite obvious, therefore, that 
publicly owned utilities are now in a 
position to finance on a considerably 
more favorable basis than the Federal 
government and at an interest rate only 
about one-half to one-third as high as 
the over-all rate which private utilities 
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must pay on their securities. This ad- 
vantage to a considerable extent de- 
rives from the indirect subsidy paid to 
such publicly owned utilities in the 
form of tax exemption of their bonds. 


HE statistical data which have been 

presented above, if they are repre- 
sentative, would seem to indicate that 
publicly owned utilities have an ad- 
vantage over private companies on the 
score of taxation and investment re- 
turn which is roughly equivalent to a 
quarter of the gross revenue of the 
latter. This advantage arises largely 
from two types of subsidies, which ac- 
crue to the publicly owned systems 
from the Federal Treasury; namely, 
freedom from taxation of earnings 
and of interest on their bonds. Ob- 
viously, therefore, they operate in an 
economic and financial climate which 
is far different from that of the private 
companies. The comparative advan- 
tages which they enjoy are so great 
that direct comparisons in rate struc- 
tures are largely without meaning. The 
wonder in fact is that some private 
utilities are able to make the showing 
they do on a comparative basis. 

In the writer’s opinion, it is ex- 
tremely important from the point of 
view of both the future financial in- 
tegrity and political democracy of the 
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country that as large a part of our 
economy as possible operate within the 
confines of the profits system. By that 
I mean that it stand on its own feet 
financially without the aid of pipe lines 
into the Federal Treasury, taking in 
at least as many dollars as it pays out. 
The more segments of our economy 
which become, in a financial sense, 
simply branch offices of the Federal 
Treasury, the greater will be the cen- 
tralization of economic and, therefore, 
of political control. The curbs upon 
inefficiency and waste which the 


profits system imposes will tend to be 
increasingly withdrawn and our stand- 
ard of living will suffer. Such a 
trend also tends to threaten the over-all 
fiscal soundness of the central gov- 
ernment, to say nothing of political de- 
mocracy in the country. As matters 
now stand our private utilities operate 
fully under the profits system. Can the 
same be said of the publicly owned util- 
ities ? 

As long as they continue to draw 
the tax benefits which they do, I think 
that this can hardly be maintained. 


To Be Concluded in THE NExT ISSUE 








WA 


Status of REA Co-ops As Public Utilities 


¢ gh is my opinion that under the Constitution they [co-ops] 
can be regulated; that it would not be violation of due 


process of law. 


“Whether or not they are regulated depends’on the interpreta- 
tion of the statute. It has been my opinion that under the usual 
type of regulatory statute defining a public utility as one serving 
the public, these codperatives are not utilities. 

“I argued a case before the Utah Supreme Court, which 
agreed with my view. The Washington Supreme Court similar- 
ly agreed with my view. The commissions of a good many states 
have held that they are not subject to their regulation unless ex- 
pressly placed under regulation by statute. 

“There are a few states where by express legislative enact- 
ment regulation of these codperatives has been provided. There 
are a considerable number of other states where by express 
Statute they have been made exempt from regulation.” 


—V. D. NicHotson, 


Deputy Administrator, 


Rural Electrification Administration. 
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Utility 


“view with alarm,” and the writer 

appreciates the fact that everyone 
indulges in the custom from time to 
time. It is evident, however, that this 
custom has been overworked in connec- 
tion with the labor relations problem in 
the electric light and power industry. 
Writers only remotely connected with 
the industry have seen fit to recommend 
various panaceas for the industrial rela- 
tions “problem” and one begins to won- 
der if the opinions expressed are indeed 
an index to the trend of thought of 
management representatives. Friends 
of the industry are hopeful that man- 
agement will awaken to the need of an 
enlightened approach to the question of 
unionization of the employees and that 
such approach will pave the way for co- 
Operation and collaboration to the ex- 
tent that management and labor can 


[’ is an old American custom to 
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Labor 


Collective bargaining, declares the author, 
is the only answer to the problem. 


By JOSEPH C. McINTOSH 


stand united in the difficulties that are 
sure to follow the present era. 

The fact that the industry has not 
realistically approached the problem is 
indicated by three recent articles in the 
Pustic UTi.ities FortnicHtty.’ It 
may be just coincidental that each of 
the articles suggests that governmental 
regulation of labor relations in the in- 
dustry is desirable while on other pages 
of the same issues writers decry regu- 
lation in other areas and raise the cry 
against public ownership. Utility man- 
agers, like others, can’t expect to have 
their cake and eat it too, and it seems 
paradoxical that representatives of the 





1Millard Milburn Rice, “Should Employees 
of Utilities Be Allowed to Strike?” Vol. 
XXXI, No. 7, p. 399, April 1, 1943; Silas Bent, 
“Collective Bargaining in Public Utility Serv- 
ice,” Vol. XXXI, No. 9, p. 531, April 29, 
1943 ; Herbert Corey, “The Gentle Art of Cool- 
ial Vol. XXXI, No. 10, p. 610, May 13, 
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industry could expect to put an end to 
their industrial relations problem by 
relying on governmental regulation. 

In another article in Pusiic UTILI- 
TIES FORTNIGHTLY® one writer wisely 
suggests that the germ of the failure 
of all private ownership lies in the in- 
dustrial relations record. He fails, 
however, to follow up his observation 
with any sound plan for correcting the 
past failures. It may be that part of the 
present-day ills of the industry are due 
to the fact that management repre- 
sentatives sometimes fail to think 
things through. Much consideration 
should be given to the industrial rela- 
tions problem before going “all out” 
for governmental regulation through 
the medium of additional agencies. 


HE rank and file employees of the 

industry are fully capable of ap- 
preciating all the implications of en- 
lightened public service and the greater 
majority of them doso. This is equally 
true of their representatives of the In- 
ternational Brotherhood of Electrical 
Workers and where the Brotherhood 
has been accepted as a part of the in- 
dustry, the question of stoppages of 
work on account of industrial disputes 
has been entirely removed through the 
medium of written agreements imple- 
mented by real collaboration in all 
matters. 

The skeptic may review the rec- 
ord and the first fact that he will dis- 
cover is that lost time due to industrial 
disputes in the industry must be meas- 
ured “since Pearl Street station,” the 
birth of the industry, as the members 
of the International Brotherhood of 





2 Alfred M. Cooper, “Codperation between 
Utility Management and Labor,” Vol. XXXI, 
No. 1, p. 15, Jan. 7, 1943. 
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Electrical Workers have not lost one 
single hour “since Pearl Harbor” as 
the result of an industrial dispute. He 
may also like to look to the agreements 
in the industry for indication as to how 
the employees, through their bargain- 
ing representative, the International 
Brotherhood of Electrical Workers, 
have solved certain important issues. 
Thirty-seven of the agreements, picked 
at random and currently operating in 
34 separate states, gave the writer the 
results outlined on page 479. 


peers the record to speak for it- 
self—it is evident that the parties 
can, when the desire is present, nego- 
tiate agreements that preclude any stop- 
page of work and can do this without 
the assistance of any outside agency. In 
the electric light and power industry, 
the Brotherhood entered into agree- 
ments with provision for arbitration of 
disputes as early as the year 1917. And 
in the construction industry, the Broth- 
erhood, jointly with the National 
Electrical Contractors Association, es- 
tablished the Council on Industrial Re- 
lations in the year 1920, with one of its 
policies being continuing agreements 
and arbitration of disputes. 

Yes, “viewing with alarm” is an old 
American custom and another is to 
“point with pride.” The greater por- 
tion of the industry where collective 
bargaining has been established can 
join with the Brotherhood in “pointing 
with pride” to the record and leave 
others to suggest that the industry is 
not capable of handling its own indus- 
trial relations problem. The die-hards 
should remember the words of the 
writer who suggested that the germ of 
failure of all private ownership lies in 
the industrial relations record. 
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NUMBER OF AGREEMENTS REVIEWED ........20eeeeeeeeees 37 
NuMBER SUBMITTED TO WAR LABoR BOARD IN DISPUTE ..... 0 
General 
Agreement covers members of— 
ORIG IOR A MRHIOERS Soe so is wie whe oe oe wera bc ha ea, Weer es 27 
HOLE thaw Ose IGCAP HMO x nocs cl atlla's eleven wisi wrcteerndinine 10 
General statement of purpose included ........-......-+- 35 
UROr CECUIFTEY PYOWVIIES oc. ic cee ctec cascenecennnes 32 
Term of agreement— - 
WE TNE sear dices od Mia's Wich ow Redo a ee eee ee 28 
SE NE WUE aeick cians eset pene td udp seeenannns 9 
ee Ne oss bc habia ones bawecueaione nanan 36 
PE I oie 6.0 Bh AR Se ROET a tee nerieseeans 35 


Strikes and lockouts prohibited during life of the agreement 33 
Grievance Procedure 


oe ed ere ne errr 34 
Initial step in grievance procedure— 
CODES VCE GIN SUDETWINOE oo ask ves os ess cacceesias tees 13 
union representative and supervisor ...........+e0ee0- 13 
CI ik io cic ceed coh eas Ron oe en oon sworn 10 
Number of steps prior to arbitration— 
CN is earn sin hc mes Fees Se eRR edn 50:0 Ve eRe 6 
CR Rs on ds cna iek be Cerin CEN aad eves anne Hes 6 
EERE LEC E PCE Te Te CTE Lee ey eet te 10 
I TS TOE CINE fe ects ea keen dee os sen ander eee 12 
Time limits imposed on procedures ..........++eeeeeeeeeee 10 
Participation of International Union representative required 
PREVIOUS 10 AFDITFALION:... 2. 0c cee deseo esccewereesense 


Arbitration Procedure 
Arbitration required— 


as final step in grievance procedure .........-+++eee ee 34 

in disputes over new agreement or amendment ......... 10 

in disputes over observation or interpretation ......... 35 

in special types of disputes ..........cccccccereseenes 11 

Arbitration board— 

set up only in the event of a dispute .............-.04- 35 

equal number with odd member to be selected if dispute 
CN OIE ooo i nko ea HAD cele vee hohignees 


odd number, with equal number of representatives of each 
party and impartial member to be selected by them.... 18 
Decisions final and binding ....... 06. sscccccccevecveuses 35 
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Jina GREEN, in speaking to 

representatives of the industry in 
1927, said: “Both employers and em- 
ployees have been free from the domi- 
nation of autocratic control and gov- 
ernmental dictation such as prevails in 
some of the other lands. This condi- 
tion creates a feeling of security and 
assurance and encourages private in- 
itiative and enterprise . . . Industrial 
freedom is as essential to human happi- 
ness and human welfare as political 
freedom. Let us hope that our nation 
will always remain free from govern- 
mental, autocratic, and dictatorial con- 
trol of its industries and workers... 
Employees must be accorded the priv- 
ilege of exercising their rights, as guar- 
anteed free, independent American citi- 
zens ... It is my opinion that codpera- 
tion, understanding, and a spirit of 
mutual interest can be exemplified in 
the electric power industry to as great 
or even greater degree than any other 
industry .. . Many problems of public 
character arise which seriously affect 
the economic interests of all concerned 
and the social interests of the great 
mass of working people. I sincerely 
hope that the wage earners and the em- 
ployers and the management associated 
with the electric light and power indus- 
try will establish a happy reciprocal re- 
lationship based upon a recognition of 
their common interest and common 
welfare.”® 


ie a relationship has been estab- 
lished on the properties of many 
individual companies but the industry 
as a whole is continuing to overlook the 
possibilities inherent in such an ar- 
rangement and unfortunately it seems 


8 NELA Bulletin, Vol. XIV, No. 7, July, 
1927, pp. 438-440. 
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that those people who have settled their 
major industrial relations problem 
leave others to do the talking. It should 
not require a great deal of managerial 
acumen to lead to the realization that 
the industry is overlooking a good bet 
in the interest of its own security in 
failing to explore all possible ways of 
cooperating and collaborating with or- 
ganized labor. 

In addition to agreements with pri- 
vately owned electric light and power 
companies, the Brotherhood has a large 
number of agreements with publicly 
owned utilities and, although the writer 
is not attempting to speak for the 
Brotherhood in this article, he can state 
without fear of contradiction that the 
Brotherhood seeks to represent its 
membership in employment with the 
type of ownership that is most cog- 
nizant of the needs of the workers. 
Members of the Brotherhood are not 
convinced that public ownership is the 
answer. Some members of the Broth- 
erhood are firmly convinced that gov- 
ernmental regulation of industrial re- 
lations is one step further toward pub- 
lic ownership. 


i Bes preamble to one of the typical 
agreements included in the above 
table reads: 

“The employer and the employee 
have a common and sympathetic inter- 
est in the utility industry. Therefore, 
a proper working system and har- 
monious relations are necessary to im- 
prove the relationship between the em- 
ployer, employee, and the public. 

“Close contact and a mutually sym- 
pathetic interest between employer and 
employee will tend to develop a better 
working system which will constantly 
stimulate production while improving 


480 





7: 7 ae ee oe 


=~ oa 


INDUSTRIAL RELATIONS AND UTILITY LABOR 


the relationship between employer, em- 
ployee, and the public. 

“Progress in industry demands a 
mutuality of confidence between the 
employer and the employee. There- 
fore, each shall benefit by continuous 
peace and by adjusting any differences 
that may arise by rational common- 
sense methods. 

“Strikes and lockouts are detri- 
mental to the interest of the employer, 
employee, and the public; therefore, 
every effort should be made to codp- 
erate with each other to avoid them. 

“The public interest is conserved, 
hazard of life and property is reduced, 
and standards of work are improved by 
fixing an adequate minimum in knowl- 
edge and experience as a requirement 
to the right of an individual to engage 
in the utility industry. 

“The company and the Brotherhood 
have been in contractual relationship 
since December 31, 1937. Both parties 
recognize the mutual benefits of an im- 
proved and satisfactory relationship be- 
tween them, and are desirous of con- 


tinuing and improving this relation- 
ship.” 


I SUBMIT that the representatives of 

management on the properties of 
the company where the above agree- 
ment is in operation are not in accord 
with the idea of the need of govern- 
mental regulation of industrial rela- 
tions and I also submit the thought that 
they are not much concerned with the 
trend toward public ownership, at least 
inasmuch as their own company is con- 
cerned. 

Collective bargaining in the true 
sense is the answer to the industrial re- 
lations problem of the industry and the 
only answer. Certainly it would show 
weakness of leadership if the industry 
asked for governmental regulation in 
this area. It does not seem possible that 
the men who stand out as leaders in an 
industry that leads all others in almost 
every other line of progress would sit 
idly by and permit their right to fully 
participate in the shaping of an indus- 
trial relations program go by default. 





Telephone Scrambles Titles 


, i ‘HE telephone rang at one of the headquarters of the Topeka Army Air 
Base and a voice told the post exchange operator who answered: 


“This is the sergeant major calling Major Sergeant.” 


“How’s that?” asked the operator. 


The caller repeated several times. Still the operator didn’t get it. Finally the 


caller broke it down: 


“I’m Master Sergeant Southiller, the sergeant major,” he said. “I want to 
talk to your major, Major Sergeant. His name is Sergeant.” 


The operator got it then but long after the connection was made, the oper- 


ator was muttering: 


“Sergeant major, Major Sergeant. B-r-r-r-.” 
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Mr. Rankin’s Recent Tilt with 


Private Power Windmills 


The Mississippi Congressman’s conclusion that the 

Russian experiment shows the advantage of public, 

rather than private, development of electric energy 

is not, in the opinion of the author, borne out by 
the facts. 


By LARSTON D. FARRAR 


EPRESENTATIVE John E. Rankin, 
R a strong congressional foe of 
Communism, who spends about 
an equal part of his time speaking 
against the Bolsheviks in our midst 
and, conversely, trying to communize 
the electric utility industry, recently 
made an interesting speech in Con- 
gress. On June 8th Mr. Rankin rode 
once more through the halls of Con- 
gress fighting the windmills of private 
power. Oddly enough, for one of his 
views about Communism, he used 
Russia as an example of what can be 
done through public ownership of 
power. He extolled the material ac- 
complishments of Communism, but 
added: “I am figuring this develop- 
ment only from a practical standpoint, 
disassociated from their political 
theories.” 

This writer, who hails from Mr. 
Rankin’s constituency, will attempt no 
such distinction. He wishes to praise 
Russia’s magnificent industrial achieve- 
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ments since World War I (or since 
the Revolution, if you will), and to dis- 
cuss the political theories connected 
with such development. Mr. Rankin 
might disassociate the two, but the 
Russians themselves certainly never 
have tried to do so. 

In the book from which the Con- 
gressman gained his information, 
“Electric Power Development in the 
U. S. S. R.,” a 500-page volume 
printed in Moscow in 1936 in English 
under sponsorship of the Academy of 
Sciences, the Russian authors assert 
again and again that such a program 
as they boast about could never be car- 
ried out in a “capitalistic” country. 
They go so far as to contend, in effect, 
that such a program could never be 
carried out in a democracy, for this 
would prevent the State from moving 
men and women at will, opening or 
closing plants at will, or depriving 
citizens of any number of rights nor- 
mally associated with a democracy. 
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M* RANKIN gave the Congress a 
résumé of the tremendous ma- 
terial electrification program carried 
out in Russia since the Revolution. Al- 
though hinting that this nation should 
follow the same course, he did not 
point out that 


1. The Russians began electrifica- 
tion of that country at a time when 
electrical development in “capitalistic” 
countries was fairly complete. In short, 
when less than 100,000 Russians were 
being served with electricity, millions 
of Americans had the blessings of this 
marvelous power. 

2. The Russian program was car- 
ried out under conditions of complete 
government ownership of all industry. 
In other words, as Soviet writers 
themselves say, it is not possible to 
carry out such a program of electrifica- 
tion unless industries, too, are to be 
socialized in the process. Mr. Rankin 
failed to point out this fact to his col- 
leagues, many of whom might assent 
when he mentions more public owner- 
ship of electric companies, but who 
would rise in amazement if he men- 
tioned government ownership of all 
industry. 

3. The Russian program was car- 
ried out forthrightly—without much 
consideration for individual welfare 
during the process, as Walter Duranty, 
Eugene Lyons, and many other on- 
the-spot reporters, sympathetic to that 
regime, have written since returning 
to capitalistic America. 


R= of all we must bear in mind 
that “Electric Power Development 
in the U. S. S. R.,” is an approved 
Soviet publication written by Soviet 
authors. This fact alone, in an era 


when dictatorship countries frankly’ 


made a political virtue of misrepresen- 
tation by christening it with that all- 
embracing euphemism “propaganda,” 
should render the Soviet conclusions at 
least suspect to all but the blind dev- 
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otees of the land of Stalin. Certainly 
a cautious observer would at least want 
some outside corroboration before 
agreeing with such conclusions as the 
claim that Russia had jumped from a 
position of eleventh in 1925 to third 
rank among all nations in electric out- 
put—exceeded only by the United 
States and Germany. 

It’s just barely possible that the 
writers have presented some of the ob- 
jectives of the famous “Goelro Plan” 
covering ten to fifteen years’ develop- 
ment as distinguished from actual pro- 
duction, as of the date the book was 
issued in 1936. As a matter of fact, 
Time magazine ventured some skepti- 
cal comment (accompanied by a pic- 
ture) upon the occasion of one of Am- 
bassador Joseph E. Davies’ visits to 
one of the great Soviet hydroelectric 
installations. Comment was to the ef- 
fect that turbines claimed to be in pro- 
duction were not even in place. There is 
certainly a discrepancy between the 
Soviet claim in the 1936 publication of 
26,000,000-kilowatt capacity and the 
mere 5,471,000-kilowatt installed gen- 
erating capacity allowed for Russia in 
figures taken from the “1935 Electric 
Exporters Handbook,” issued by the 
U.S. Bureau of Foreign and Domestic 
Commerce. It is hardly possible that 
the Soviets could have increased their 
capacity almost 500 per cent within a 
single year. One of these estimates is 
wrong. We can take our choice. If Mr. 
Rankin cares to choose Soviet propa- 
ganda over the disinterested reports of 
our own Commerce Department, I will 
not dispute his right to do so. 


P  eriaene up-to-date figures on 
electric capacity and production 
in warring foreign countries are sim- 
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ply not available. The libraries of the 
State Department in Washington and 
of the Federal Power Commission do 
not produce them. We know, of course, 
that certain great changes have been 
taking place. We know that the great 
Dnieper dam and installations were de- 
stroyed by the Russians in their 
scorched earth policy when they re- 
treated from the Germans on the 
Dnieper river in 1941. Many other 
Russian cities, and much of the elec- 
trified industrial area of European 
Russia, have fallen into German hands. 

Conversely the Russians have un- 
doubtedly installed new capacity to 
take care of their magnificent war ef- 
fort in the hinterlands since the Ger- 
man invasion. Probably the Kremlin 
itself could not produce on short no- 
tice a very reliable figure on what Rus- 
sian capacity for electric output is to- 
day. For that matter, most other bellig- 
erent countries with the exception of 
Great Britain and the United States, 
and possibly Japan, would have a hard 
job producing creditable statistics 
along this line on short notice. 

But without quibbling about the 
validity of the 1936 statistics it prob- 
ably must be conceded that without the 
program carried out by the Soviets in 
the past twenty-five years, it is doubt- 
ful if Russia would have been able to 


withstand the onslaughts of Hitler. 
This is not to say that Russia’s electri- 
fication could not have been carried out 
under free capitalism. As a matter of 
fact, capitalism as we know it in 
America has never had a chance to 
work in Russia. If we say that Russia 
had “capitalism” before the Com- 
munists took over, we would then have 
to explain how it was that such a great 
country as Russia, under capitalism, 
could be such a poor, backward place, 
while a country such as the United 
States, under capitalism, is so rich. 


Seng in 1918 was a country wait- 

ing to be developed by anyone 
with vision to develop it. That Rus- 
sians did this and did it well, if one can 
forget their ruthlessness, may be ad- 
mitted. 

Russia in 1918 was the most back- 
ward of any European nation in regard 
to agricultural, electrical, and indus- 
trial development. Ninety-six per cent 
of the electrical facilities of Russia 
were owned and operated by German 
interests. The operation of its power 
industries was by all standards the 
crudest in the civilized world. Between 
1900 and 1918, less than 15,000 kilo- 
watts of new capacity was installed an- 
nually in Russia, which at that time 
was a country larger than England, 


e 


warring foreign countries are simply not available. The l- 


q “.. up-to-date figures on electric capacity and production in 


braries of the State Department in Washington and of the 
Federal Power Commission do not produce them. We know, 
of course, that certain great changes have been taking place. 
We know that the great Dnieper dam and installations were 
destroyed by the Russians in their scorched earth policy 
when they retreated from the Germans on the Dnieper river 


in 1941.” 
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France, Germany, and the United 
States all put together. 

The costs per kilowatt and per kilo- 
watt hour were from 16 cents up. One 
electric station in St. Petersburg was 
built so that it could use only one kind 
of coal, which had to be imported from 
England. Fuel supplies at hand were 
ignored. A station in Moscow could 
burn only coal from sources hundreds 
of miles away. 

The Donets basin, Russia’s princi- 
pal industrial center, had hundreds of 
small mechanical plants, but the entire 
electrical power of this vast region had 
less than 50 miles of transmission lines. 
Steam boiler inspection records of that 
day show 21,500 boilers, but only 18 
per cent were water-tube boilers and 
the remaining 82 per cent were frail 
pots. 

Decentralization of industry had 
been carried to the extreme. St. Peters- 
burg, a large city even then, received its 
power from 105 different generating 
stations with an aggregate capacity of 
193,000 kilowatts and different operat- 
ing voltages. Efficiency standards were 
as crude as Chinese treadmills and the 
government itself did not know its re- 
sources, most published surveys being 
prepared slipshodly and haphazardly. 


_— aggregate production of elec- 
trical energy in Russia in 1913, a 
typical pre revolutionary year, totaled 
less than 2,000,000,000 kilowatt hours, 
the aggregate capacity being a little 
more than 1,000,000 kilowatts. The 
United States in the same year had a 
capacity of twelve times as much, al- 
though being much less than half as 
large in size. And, as Soviet writers 
now point out, in point of quality as in 
quantity, the electric power equipment 
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of pre-World War I Russia was even 
lower than the power of other compara- 
tive nations. 

Such was the state of Russian in- 
dustrial and electric power resources 
when Lenin took over. One of Lenin’s 
prime policies, as is perhaps well 
known, was to build up the electrical 
power facilities of Russia. To that end, 
in 1920, he founded the Commission 
for Elaborating the Plan for the Gov- 
ernmental Electrification of Russia— 
the Goelro—which was headed by G. 
M. Krzhizhanovsky, 

Lenin later wrote: “Unless Russia 
is placed on a different technical level, 
higher than before, restoration of the 
national economy and Communism are 
out of the question. Communism is the 
Soviet power plus the electrification of 
the whole country, for without elec- 
trification progress in industry is im- 
possible.” 

A man who made a statement in 
America that “without electrification 
progress in industry is impossible” 
would have evoked smiles for repeat- 
ing the obvious. The Russians hailed 
Lenin as a hero for seeing such a mar- 
velous vision. 


T= Goelro plan was projected for 
a term of ten to fifteen years, and 
provided that the volume of industrial 
production should rise from 180 to 200 
per cent above the prewar level. Almost 
needless to point out, it was carried out 
most successfully, the plan being over- 
fulfilled in the minimum time sched- 
uled for it. 

In the First and Second 5-year 
plans (1928-1932 and 1933-1937) 
the Goelro principles were fur- 
ther detailed and developed, until in 
1936 the Russians (as we have al- 
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Russia in 1918 


6CD—D ussia in 1918 was the most backward of any European nation in 

regard to agricultural, electrical, and industrial development. 

Ninety-six per cent of the electrical facilities of Russia were owned and 

operated by German interests. The operation of its power industries 

was by all standards the crudest in the civilized world. Between 1900 

and 1918, less than 15,000 kilowatts of new capacity was installed an- 
nually in Russia...” 





ready noted) boasted an increase from 
1,000,000 kilowatts’ capacity to 26,- 
000,000 kilowatts’ capacity in steam 
plants and hydroelectric developments 
throughout the nation. 

It is not likely that any country in 
the world will ever show such a miracu- 
lous spurt of development in so short 
a time in industry, farming, and elec- 
trical power as did Russia in the period 
between the Treaty of Brest-Litovsk, 
when Russia admitted defeat to the 
Central Powers, and June 22, 1941, 
when the Germans attacked Russia for 
the second time in this century. There 
was swift development in the steel, 
aluminum, magnesium, and all other 
industries. There was development in 
railroads, subways, construction of 
buildings, and any other economic ac- 
tivity that could be named. 
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So much for Soviet claims of in- 
creased power production through 
Soviet government planning. It might 
be observed that Representative Ran- 
kin in admiring this progress did not 
note that much of the original installa- 
tion was the product of electric manu- 
facturers here in the United States 
whose names are household words and 
whose advertisements have for years 
been familiar in the very pages of the 
magazine in which these lines appear 
in print. He did not tell his colleagues 
that the construction of the vast Dnie- 
per project was supervised by an Amer- 
ican engineer, the late Colonel Cooper, 
and that American technology and re- 
search developed by American capital- 
ism really gave Soviet Russia its start 
along the road towards progress in 
electrification. 
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— that, however, when Rep- 
resentative Rankin attempts to 
predicate the Soviet progress in elec- 
trification upon the fact that it was de- 
veloped under a system of government 
operation, he stands upon even more 
shaky ground. Is it a fact that govern- 
ment ownership has always resulted in 
the development of greater electric 
power capacity than private enter- 
prise? What does the record show? 
Unfortunately, for reasons stated, we 
do not have very recent figures. The 
latest available figures are prewar and 
are taken from the “1934-1935 Electric 
Exporters Handbook” issued by the 
U. S. Bureau of Foreign and Domes- 
tic Commerce. I have tabulated these 
figures in the accompanying table of 
power development. 

To repeat, these are old figures, 
nearly a decade old. But let us assume 


e 


that the increase in the leading bellig- 
erent countries has been at least pro- 
portionate to the increase in the United 
States. That is a very optimistic as- 
sumption in view of the fancy bom- 
bardment which the United States and 
Royal Air Forces have been giving so 
many power installations on the Euro- 
pean continent. But for the sake of 
argument let us assume that the rela- 
tive picture today is just about the same 
as it was in 1935. Would it appear 
from this that government ownership 
has resulted in runaway development ? 


RE" of all, in only three countries, 
Switzerland, Russia, and the Irish 
Free State, is power production a gov- 
ernment monopoly. In the Scandina- 
vian peninsula the incidence of public 
ownership is quite high although there 
is also a substantial margin of private 


TABLE OF POWER DEVELOPMENT 


Area—Sq. 
Miles 


1,153,418 
2,974,581 
32,369 
11,752 
3,285,319 


Country 
12,028,646 
6,690,000 
6,759,062 
8,213,449 
43,323,660 
10,376,786 
4,287,445 
3,550,651 
41,928,851 
65,143,052 


y 
Irish Free State ... 
Italy 
Japan 
Netherlands 
New Zealand 


Soviet Russia 
Sweden 

Switzerland 

Turkey 

United Kingdom ... 
United States 


94,278 


; 44,790,485 
3,026,789 


Population Capacity—Kw. Capita 


122775,046 
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Electric 
Produc- 


Elec. 
Gen. 
Capac- 
ity Per 


Elec. 
Prod. 
Per 
Capita 


Installed 
Generating 


1,070,053 

88,843 
1,021,000 
2,400,000 


89 
103 
151 
292 

16 


1,630 
2,716 
2,380 
4,023 
21,197 
356 
655 
15,300 
31,000 
185 
11,884 
18,160 
2,158 
858 
7,250 
2,897 
20,520 
6,050 


89 

20,690 

99,398 
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7,200,000 
36,133,000 
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ownership and operation in Sweden 
and Denmark. In all of the larger coun- 
tries, however, with the exception of 
Germany and (as already stated) 
Russia, private ownership predomi- 
nates. 

An analysis of electric power pro- 
duction in these various countries lends 
no particular support to the inference 
by Representative Rankin that the 
progress of a nation’s electric power 
supply is in proportion to its degree of 
public ownership. Admittedly in Switz- 
erland and the Scandinavian coun- 
tries, which are small and have a local 
abundance of natural resources, public 
ownership has done a good job. On the 
other hand on the basis of per capita 
figures for Russia and the Irish Free 
State, public ownership has done a very 
unimpressive job. 

Real fact of the matter is, public 
ownership, as such, is not the con- 
trolling factor for any nation’s prog- 
ress in electric power production. 
There are many other factors which 
are more important : the availability of 
natural resources, including fuels, the 
degree of national wealth, and the gen- 
eral state of commercial activity in the 
particular country. In Canada, where 
electric power production, on a per 
capita basis, is perhaps the highest of 
any larger country in the world, the 
two principal provinces, Ontario and 
Quebec, follow respective policies of 
public and private power development 
—showing that both forms of owner- 
ship are doing a good job in the 
Dominion. 


ws is perhaps most important 
right now is the contribution of 


electric power to the war effort. On the 
side of the United Nations it is note- 


worthy that the United States, with 
whose electric industry Representative 
Rankin finds so much fault, is truly the 
arsenal of democracy, supplying arms, 
ammunition, and planes, without which 
our completely socialized ally, Soviet 
Russia, would be sorely pressed, in- 
deed. Furthermore, we are making 
planes and ships so rapidly in this na- 
tion of ours, by an industrial machine 
which is powered to the extent of more 
than 80 per cent by our privately owned 
electric energy, that the German Reich 
cannot keep pace. With each passing 
month, this margin of productive 
power is spelling the doom of the Axis. 
And it might be of interest to Repre- 
sentative Rankin to know, if he does 
not already know, that the German 
Reich, the only truly productive Axis 
nation, depends for her electric power 
on municipally owned and other pub- 
licly owned plants, to the extent of ap- 
proximately 65 per cent. This is sim- 
ply a coincidence. But it surely does not 
lend any support to the idea that public 
ownership in the power industry means 
greater development of electric power 
as compared with private enterprise. In 
Great Britain, which is the other great 
armament-producing partner of the 
United Nations, approximately three- 
fourths of the electric power supply 
comes from private industry. 

For reasons already stated, we can- 
not say truly just what great strides 
Soviet Russia, probably the weakest 
major productive link in the United 
Nations family at present, has made or 
would have made if it had not been for 


the Nazi invasion. 


B= we can stack up the record of 
the American power industry ac- 
cording to figures issued by the Office 
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of War Utilities of the War Produc- 
tion Board, with full confidence that no 
nation on earth can touch it or come 
near it, whether or not that nation de- 
pends on its private power develop- 
ments for supply. According to OWU, 
which recently announced power esti- 
mate figures through 1945, the total 
increase in electric power capacity in 
the United States from the start of the 
war program through 1944 will exceed 
8,000,000 kilowatts. This brings the 
installed capacity of Class I public 
utilities in the United States to the 


astonishing figure of 45,600,000 kilo- 
watts. If we add to that, 10,000,000 
kilowatts estimated capacity of indus- 
trial plants and smaller utilities in the 
United States, we have a grand total 
of 65,600,000 kilowatts. It is estimated 
that present-day electric power capac- 
ity in the United States constitutes ap- 
proximately one-third of the generat- 
ing capacity of the entire world. Over 
80 per cent of it is under the auspices 
of private ownership and operation. 
Representative Rankin cannot match 
that in Russia or anywhere else. 





Render unto the Utilities the Coin of the Realm 


—- companies will doubtless be interested in a bill recently in- 
troduced in Congress by Representative Reed of Illinois (HR 2998), 
making it unlawful to manufacture or use slugs in coin boxes, telephones, 
vending machines, etc. It is possible that when committee hearings on this 
bill occur, the committee members will have a chance to see some interest- 
ing and ingenious specimens of counterfeit coins collected by the tele- 
phone companies in lieu of legal tender. 

In addition to slugs cut, stamped, or hammered out of every conceiv- 
able material, telephone companies have at various times collected de- 
based foreign coins (the Italian lira formerly worth a cent is about the 
size and weight of an American nickel), beer tops, buttons, shells, peb- 
bles, pieces of blass and bone, and whatnot. Not all of these counter- 
feits, of course, have been either reasonable facsimiles or even successful 
in obtaining a free call. In fact, only a modest percentage of the foreign 
objects dropped into coin boxes actually work. The rest simply clutter 
up the mechanism and result in “out of order” signs being placed on the 
boxes until they can be repaired. 


Other utilities, of course, have their troubles with the chiselers who try 
to steal service. With the electric company it is usually a short-circuit 
device for jumping meters. With the gas company it is usually a by- 
passing tube or an attempt to slow down the registering mechanism of 
the meter through the use of drags, pins, or even acid solutions. One old 
lady in the Georgetown suburb of Washington, D. C., got the nickname 
among gas company employees of “Brickbat Annie” because she used to 
pile a bunch of bricks on top of her gas meter and remove them hastily 
whenever the meter reader would come around. She was evidently under 
the impression that the weight of the bricks slowed down the meter, and 
since it was a relatively harmless practice the gas utility men let her go 
on thinking so. She has since died and gone to her dubious reward with 
the conviction that she had swindled the utility out of a considerable sum 
over a number of years. 


The championship for slug passing, however, must go to a New York 
city resident who operated during the days of the old prepayment gas 
meter. This industrious petty swindler had some way of freezing ice 
disks in the shape and size of a quarter and hard enough to trip the con- 
tacts of a meter box. The best part of his scheme was the fact that the 
evidence promptly melted. It was finally discovered by an observant 
meter collector, who noticed a quantity of rust deposit on the bottom of 
the coin chamber. 
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Wire and Wireless 


Communication 


HE Federal Communications Com- 
mission, on September 28th, by a 
5-to-1 vote, approved the long-debated 
merger of the Western Union and Postal 
Telegraph companies—three days before 
the statutory deadline fixed by Congress. 
The FCC said the merged company, 
which presumably will bear the name of 
the Western Union Telegraph Company, 
will be a “natural monopoly” like the 
telephone, power, and gas companies 
“where it has been found by experience 
that one company adequately regulated 
can... render superior service at lower 
costs than competing companies.” 

It is planned that Western Union 
stockholders will get Class A shares of 
the new company, while Postal Tele- 
graph stockholders will get Class B 
shares of the new company, convertible 
after one year to Class A certificates at 
the rate of 5 to 3. Postal employees will 
be absorbed with all employment privi- 
leges of Western Union employees. 

First physical steps will be intercon- 
nection of former rival offices in 90 key 
cities, followed by the elimination of 598 
duplicate city branch offices. Recording 
and delivery operations will be consoli- 
dated. 

Approval of the consolidation by the 
New York Public Service Commission 
is a remaining formality. A dissenting 
stockholder’s suit already filed is not 
taken seriously. 

Representatives of three labor organi- 
zations—the Commercial Telegraphers 
Union (AFL), American Communica- 


tions Association (CIO), and the Con- 
gress of Industrial Organizations—had 
asked the commission to disapprove the 
merger or withhold action for at least 
the duration of the war. They contended 
that the companies had made no showing 
that the consolidation would result in im- 
proved service to the public. 
‘2k eS 


HAIRMAN James Lawrence Fly of 
the Federal Communications Com- 
mission last month said the radio indus- 
try showed too much of a tendency to 
avoid “vital” public issues in its broad- 
casts. He said, at his press conference, 
“There seems to be something of a tend- 
ency in the industry generally to restrict 
and exclude rather than to lay down 
sound policies that will give us broader 
and more wholesome public service.” 
Asked what would happen if the indus- 
try followed the tendency he described, 
Fly said “That would be a matter for 
the consideration of the commission.” He 
remarked : 

It is something of a defensive complex 
that enters into this sort of thing, a tend- 
ency of the industry to avoid these vital 
questions on the public issues, to take refuge 
behind shibboleths rather than move out in 
a fundamental and vital way and grasp the 
issues and do something about rendering a 
public service in regard to them. 


Fly asserted in response to another 
question that “from the standpoint of 
ideal service it may well be that there 
ought not be any sponsorship of news or 
comment. I would take no position on 
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that. You certainly do have some splen- 
did examples of courage in news report- 
ers and commentators who are paid by 
the sponsors. And I certainly had not 
intended to level any criticism at such 
news reporters and commentators or at 
those sponsors.” 

Saying that “a radio license is a public 
trust,” Fly added: 


I heard a so-called news program last 
night. It always is supposed to be a news 
program. Through the months it has been 
tending more and more to get away from the 
news of the day to the philosophies of the 
particular sponsor. 

Things like that are done:in a somewhat 
subtle if not oversubtle manner. Only by 
careful listening do you discover that he is 
not giving you news, but is peddling ideas to 
you from the company headquarters. 

When ideas and ideals and philosophies 
are promoted, they ought to be promoted 
openly; and in any case, when they are pro- 
moted, they should be counterbalanced by 
other presentations so that the public will 
have the benefit of both sides of the con- 
troversial issues. 


He did not identify the news program. 


a a 


. J. Nose, former Under Sec- 
retary of Commerce and prospec- 
tive buyer of the Blue Network, told the 
Federal Communications Commission 
recently he did not favor the selling of 
radio time to those who sought to “sell” 
a philosophy rather than goods and serv- 
ices, 

Mr. Noble’s statement was in reply to 
a question from FCC Chairman Fly 
about the sale of radio time to a certain 
automobile manufacturer, with a com- 
mentator on its program, and refusal to 
give time to a symphony broadcast by a 
labor organization. Mr. Noble said he 
would approve the sale of time to the 
motor company so long as it tried to sell 
“goods and services,” but if it tried to put 
across any particular philosophy he told 
Chairman Fly that he would expect the 
president of the Blue Network, Mark 
Woods, “to do something about it.” 

Asked whether he had “an open mind” 
concerning organizations which have no 
products to sell, Mr. Noble told the FCC 
that he did have an open mind and that 
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he intended to have a study made of the 
use of time by the Blue Network “to see 
if it is operating in the best interests of 
the public.” Under specific questioning 
concerning the use of time by labor or- 
ganizations, church groups, and manu- 
facturing associations and small business 
organizations, Mr. Noble replied: “I 
think they should be treated fairly and 
equitably, regardless of financial strength 
or political control.” 

At the outset of the hearing on Sep- 
tember 20th, C. Nicholas Priaulx, treas- 
urer and general manager of Station 
WMCA, owned by Mr. Noble, testified 
that the proposed purchase price cf 
$8,000,000 for the network was based 
on a study of profit and loss figures, 
opinion on the future of radio, and plant 
equipment at the stations. 


EN DE CAUx, publicity director of the 
Congress of Industrial Organiza- 
tions, charged at the hearing before the 
FCC that organized labor has suffered 
unfair treatment at the hands of radio 
stations. Mr. de Caux said both local 
stations and networks have placed labor 
at a disadvantage compared with employ- 
er and business interests. Labor fre- 
quently is denied the right to buy time or 
obtain free time “while the airwaves are 
largely monopolized by programs sold to 
employing and business interests,” he 
said. Complaint, he said, was not directed 
specifically at the Blue Network, but he 
held that the FCC should assure labor a 
larger proportion of free time and guard 
it against blanket restrictions on its right 
to buy time. 

An attempt by Philip Handelmann, 
New York attorney, to interrogate Mr. 
Noble on his fitness to operate the Blue 
Network was blocked on the same day, 
at least temporarily, by the Federal Com- 
munications Commission. Mr. Noble 
had been examined closely by Chairman 
Fly concerning the policies he would 
adopt as head of the Blue Network. As 
he was being excused as a witness, Mr. 
Handelmann asked permission to ques- 
tion him about his purchase in 1940 of 
radio Station WMCA from Donald 
Flamm. 
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Mr. Fly noted that a controversy over 
the WMCA sale was being aired in New 
York courts and said the FCC could not 
“assume authority” to try an issue now 
pending in a state court. 


*x* * KX 


Pi W. Waite, director of news 
broadcasts of the Columbia Broad- 
casting System, recently said “It would 
be a very tragic distortion of radio’s 
function” if network managements 
“should attempt to control democratic 
public opinion either on a local, regional, 
or national basis.” 

Defending Columbia’s “long-estab- 
lished policies of letting the radio listen- 
er make up his own mind, rather than 
allowing news broadcasters to make it up 
for him,” he said in an address at a lunch- 
eon in New York of radio news analysts 
that “it is for the same reason we have 
repeatedly refused to sell time for the 
presentation of one-sided viewpoints. 
Were we to do this, we would be selling 
—and selling out—the great power of 
broadcasting to the particular groups able 
to or willing to spend the most money.” 

White referred to the CBS policy as 4 
recent “subject of controversy.” Cecil 
Brown, Columbia commentator, an- 
nounced his resignation on September 
22nd, declaring he opposed the policy. 
Brown said White had objected to his 
August 25th broadcast, in which he said 
“a good deal of enthusiasm for this war 
is evaporating into thin air.” 

White said in his address that “we feel 
that radio has become a number one force 
in the creation of public opinion. That 
is why Columbia regularly sets aside time 
for discussion of controversial issues.” 


*x* * * 


EE hee Georgia Public Service Commis- 
sion, investigating intrastate long- 
distance telephone rates, on September 
9th ordered the earmarking for possible 
refund to telephone users of a fund esti- 
mated to equal $600,000 in a year’s time. 

The order under which the commis- 
sion has ordered the investigation con- 
cerns the higher rate in effect for calls 
within the state as compared to calls of an 


OCT. 14, 1943 


equal distance to points outside the state, 
the commission explained. 

In an interim order issued on Sep- 
tember 9th, the commission directed the 
Southern Bell Telephone & Telegraph 
Company and all independent companies 
to make records of names, addresses, and 
tolls of all intrastate calls as of October 
10th with the possibility that the differ- 
ence between the intrastate and the pres- 
ent interstate rates may be refunded. 

Chairman Walter R. McDonald said 
the difference in the rates would be ear- 
marked and placed in a special fund, 
which he said telephone officials esti- 
mated would total more than $600,000 an- 
nually. 

In issuing the order, McDonald an- 
nounced that a hearing on a rule nisi for 
the telephone company to show cause why 
the “unjust discriminations” between the 
intrastate and interstate toll rates should 
not be eliminated had been continued un- 
til November 15, 1943. 

Through counsel, the telephone com- 
pany had contended that the proposed re- 
duction would be confiscatory and a vio- 
lation of the Federal Constitution, and 
had asked as an alternative that the firm 
be given ten months to prepare its case. 


* * * 


n September 30th, Representative 
O Eugene Cox, Democrat of Georgia, 
announced to the House of Representa- 
tives that he-had resigned as chairman of 
the select 5-man committee investigating 
the Federal Communications Commis- 
sion. 

Mr. Cox told the House that his action 
was prompted by the continuous attack 
upon him, based on alleged charges of 
irregularity in the use of a fee to obtain 
$2,500 worth of stock of the Albany 
(Georgia) Herald Broadcasting Com- 
pany. Mr. Cox reiterated his declaration 
that he was innocent of any such irregu- 
larity but declared that members of the 
FCC had sought to distract attention 
from the merits of the committee’s in- 
vestigation by indulging in personal at- 
tack against himself. 

He told the House that it was more 
important that the work of the commit- 
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tee should go on unhampered by any such 
distracting influence and that. he, him- 
self, should be vindicated. He said he 
would not continue in any other capacity 
or association with the committee. 
When Representative Cox had finished 
his 20-minute statement, the House rose 
and applauded. Majority Leader McCor- 
mick commended his courageous action, 
while Speaker of the House Rayburn 
took the floor to praise Cox for his con- 
duct under “very difficult circumstances.” 


* * * x 


AY: S. Department of Justice petition 
for a permanent injunction to re- 
strain the Western Union Telegraph 
Company from alleged Violation of the 
Sherman antitrust act was dismissed last 
month by U. S. District Judge Robert R. 
Nevin in New York city. 

The government had charged that the 
company’s exclusive contracts with rail- 
roads, hotels, and office buildings, while 
not necessarily illegal individually, 
formed collectively an implement in a 
conspiracy to monopolize the communi- 
cations industry. Judge Nevin wrote: 

The evidence does not establish that the 
contracts in question herein, either singly or 
taken together, constitute any substantial re- 
straint of trade or commerce or substantially 
affect competition in the communications in- 
dustry. Nor does the evidence establish on 
the part of the defendants any conspiracy 
or combination in restraint of trade or mo- 
nopolization or attempt to monopolize the 

anaemia industry or any part there- 
of. 


* * * * 


NVESTIGATION into rates charged in 

California by the Western Union 
Telegraph Company was started last 
month by the California Railroad Coim- 
mission. This action was in connection 
with the merger of the Western Union 
and the Postal Telegraph companies, re- 
— approved by the FCC. (See page 
490.) 

Testimony on the opening day was 
from the engineers of the commission 
and the recommendation was made that 
the Western Union rates be reduced to a 
maximum of 48 cents for the first 10 
words, with 34 cents for each additional 
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word. In this connection it was pointed 
out that under the existing long- and 
short-haul provisions in effect by the 
company there are inequalities that pe- 
nalize certain areas. 

For instance, the rate between Hay- 
ward and Santa Maria is 60 cents for the 
first 10 words and 34 cents for each addi- 
tional word, while between Richmond 
and San Diego, a distance twice as great, 
the rate is 48 cents for the first 10 and 
34 cents each additional. 

Another instance was that between 
Manteca and Bakersfield where the rate 
is 60 and 34 cents, while between Sacra- 
mento and El Centro, twice the distance, 
the 48- and 34-cent rate prevails. 

Postal Telegraph now does approxi- 
mately 20 per cent of the telegraph busi- 
ness in California and its base rate is 20 
per cent less than that of the Western 
Union. Postal’s gross annual business is 
around $115,000. 


* * *K Xx 


RESIDENT Roosevelt last month chal- 

lenged the authority of Congress to 
remove from government payrolls Wil- 
liam E. Dodd, Jr., and Goodwin B. Wat- 
son, officials of the FCC, charged in the 
House with radicalism. In his first mes- 
sage on the reconvening of the legislative 
branch, the President declared the act of 
Congress was an “unwarranted en- 
croachment” upon the authority of the 
executive and judicial branches of the 
government and was not binding upon 
them. Congress sought to remove the offi- 
cials through a “rider” to the urgent defi- 
ciency bill which was enacted in July. The 
legislation specified that the two officials 
continue only until November 15th un- 
less nominated by the President and con- 
firmed by the Senate for any Federal 
office. 

President Roosevelt reluctantly 
signed the appropriation bill on July 12th 
but the next day announced at a press 
conference that he would send the mes- 
sage to Congress when it reconvened. In 
his message last month the President said 
he would have vetoed the bill if the ap- 
propriations it contained had not been 
essential to war activity. 
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Financial News 


Postwar Taxes—Will Excess 
Profits Tax Be Repealed? 


Qrynanee is now beginning to consider 

a new tax bill, to apply against 1944 
income, and the Treasury Department is 
issuing its usual preliminary feelers re- 
garding proposed increases designed to 
reduce the “inflationary gap” in our na- 
tional income. The Wavs and Means 
Committee was to begin hearings Octo- 
ber 4th, and preliminary reports indicated 
that members did not see eye to eye with 
Treasury experts’ plans to raise $10,- 
000,000,000 

The alternative proposals said to be 
under consideration by the Treasury in- 
clude (1) raising the individual with- 
holding tax from 20 per cent to 30 per 
cent ; (2) increasing social security levies 
from $1,250,000,000 to $6,000,000,000 a 
year; and (3) an increase in corporation 
income tax rates by perhaps 10 percent- 
age points. (Presumably this would mean 
a 50 per cent normal tax.) 

It is hoped that some way can be found 
to avoid an increase in corporation tax 
rates, which are already at an extremely 
high level, considering the fact that the 
common stockholder is taxed on divi- 
dends in his individual return. Previous 
expressions of opinion have indicated the 
probability that corporate levies would 
be “frozen” around present levels. In 
any event utility companies are already 
paying more than their fair share of cor- 
porate taxes, in the opinion of many ob- 
servers, and should not be subjected to 
any additional burden when they have 
benefited so little by sale of electricity 
for war production purposes (such sales 
being at extremely low rates per kilo- 
watt hour in most cases). 
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and 
Comment 


By OWEN ELY 


N 1942, according to a compilation pre- 
pared by the Edison Electric Insti- 
tute, the electric utility companies paid 
$197,000,000 in normal Federal income 
taxes, $133,000,000 in excess profits 
taxes, $72,000,000 in miscellaneous Fed- 
eral taxes, and $226,000,000 in state and 
local imposts, making a total of $628,- 
000,000. This compared with about 
$372,000,000 available for common divi- 
dends, additions and betterments, and 
surplus. The amount paid out in com- 
mon dividends was not compiled, but, 
based on Federal Power Commission 
figures for 1941, probably was well under 
$300,000,000. After allowing for indi- 
vidual taxes, the amount left in the hands 
of common stockholders probably did 
not amount to much more than $200,000,- 
000. Thus the amount taken by the Fed- 
eral government in normal income taxes 
alone about equals the net amount re- 
tained by the common stockholder. 

An increase in the normal tax rate (in- 
cluding the surtax) from 40 to 50 per 
cent would mean increased taxes of 
nearly $50,000,000 (based on 1942 earn- 
ings), or about 25 per cent of the com- 
mon stockholders’ net receipts. This 
would naturally have a depressing effect 
upon utility common stock prices. Pos- 
sibly some method can be found to swing 
any increase in the corporate tax burden 
to those industries which are really bene- 
fiting substantially by war operations. 

The utility companies are presumed to 
be allowed to earn about 6 per cent on: 
their investment, based on the rulings of 
courts and commissions in recent years 
as to what constitutes a “fair rate of re- 
turn.” In 1941 less than this was earned 
by Class A and B electric utilities (using 
data compiled by the Federal Power 
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Commission). Total utility plant was 
$14,736,792,872 and current assets $1,- 
217,206,538. The net total, after deduct- 
ing reserves for depreciation and amorti- 
zation of utility plant amounting to $2,- 
096,411,822, was $13,857,587,588. Total 


utility operating income for the same 
companies was $769,557,466, indicating 
a return of about 5.6 per cent on the in- 
vestment. Making ample allowance for 
write-offs, the adjusted return should not 
exceed 6 per cent. While complete figures 


e 


Earnings per Share 


Excess Est. Saving Saving, Amit. 


Profits if EPT Is 
Tax** Repealed 


(000) 
Electric-gas Holding Companies 

American Gas & Ble... ccc. cce8s $11, 979 
American Power 6 Lti-..'....0.0<¢:0s: 
American Water Works * 
Columbia G. & E. (1st pfd.) 17,954 
Commonwealth & Southern (pfd.). 31,663 
Elec. Power & Lt. = 
Engineers Pub. Service 
Federal Lt. & Traction 
Middle West Corp. (a) 
National Power & Light 
Niagara Hudson Power 
North: American ©. 5... 00s. 0's 
Nor. States Power (Del.) Cl. A. 
Public Service of N. J. 
Standard Gas & Elec. (pr. pfd.) . 
United Gas Improvement 
United Lt. & Power 


10,135 
1,044 
2,870 

a 


Electric-gas Operating Companies 
Boston Edison 
Commonwealth Edison 
Connecticut Lt. & Power 
Consolidated Edison of N. Y. ..... 
Consolidated Gas of Baltimore 
Detroit Edison 
Wyidtanapolia hate lie W's sonic sins asco 
Pacific Gas & Electric 
Public Service of Indiana 
San Diego Gas & Electric 
Southern Calif. Edison 


Gas Companies 
American Lt. & Traction 
Brooklyn Union Gas 
El] Paso Natural Gas 
Lone Star Gas 
Oklahoma Natural Gas 
Pacific Lighting . 
Peoples Gas Lt. & Coke 
Southern Natural Gas 
United Gas Corp. (1st pfd.) 


Telephone & Telegraph Companies 
American Tel. & Tel. 


General Telephone Co. 2,418 


Amount 12 Incl. 
per Mos. Amount Tax 
Share Ended Earned Saving 


$1.33 July $2.26 


(000) 
$5,990 


* Interim report either does not clearly indicate whether an excess profits tax is paid, or com- 
bines the tax with the Federal normal income tax. 
** Recent financial statement (consolidated system report) ; 
sumed that a 10 per cent postwar credit has been deducted. 
(a)—Six months. 
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are not available, earnings in 1942 were 
considerably lower than in 1941, while 
1943 is showing some improvement. The 
utilities this year are probably earning 
around .53 per cent on investment, after 
allowance for write-offs, it is estimated. 
Few of the utility companies are earn- 
ing excess profits in the accepted mean- 
ing of the term—abnormal war-time 
profits. The fact that many of them are 
paying excess profits taxes seems due 
largely to the unfortunate fact that in 
past years they have accrued heavier de- 
preciation reserves in their reports to the 
Treasury Department than in their re- 
ports to stockholders. Some effort should 
be made to work out a new basis for tax- 
ing utilities, or they should be exempted 
completely from the excess profits tax. 


ages MAGILL, member of the law 

firm of Cravath, de Gersdorff, 
Swaine & Wood and former Under 
Secretary of the Treasury, in a recent 
talk before the Controllers Institute of 
America, declared that “corporate tax 
rates are at a high point in our fiscal his- 
tory and ought to be reduced as soon as 
they can be to a much lower level. As a 
nation we would be better served with a 
high level of business activity and lower 
tax rates than with moderate business ac- 
tivity and high rates.” 

Cancellation of excess profits taxes 
would, on the basis of 1942 figures, save 
the electric utility companies about $67,- 
000,000 (one-half of the excess profits 
taxes paid last year). This is on the as- 
sumption that the 10 per cent postwar 
credit has been deducted in all cases, mak- 
ing the tax rate 81 per cent (90 per cent 
minus 9 per cent) against that portion of 
taxable income above the exemption. This 
figure also corresponds roughly with the 
maximum over-all tax rate of 80 per cent. 
It is assumed that with EPT out of the 
way, the normal and surtax rates would 
apply against this portion of taxable in- 
come, so that with the present 40 per cent 
rate the tax paid in lieu of excess profits 
taxes would be about one-half as much. 
This, of course, is only a convenient rule- 
of-thumb formula designed for average 


OCT. 14, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


496 


results, and individual figures might dif- 
fer widely. 

If the combined normal and surtax 
rate should be raised from 40 to 50 per 
cent, this would mean that last year’s 
normal income taxes for all electric utili- 
ties would increase by one-fourth or 
about $50,000,000. If excess profits tax 
were repealed, the saving would then be 
only about three-eighths instead of one- 
half. This would add about $17,000,000 
to the $50,000,000 increase just men- 
tioned, making a total of $67,000,000. 
On this basis the advantage gained from 
repeal of the EPT would be completely 
offset by the stepping up of the normal 
and surtax rates—though in individual 
cases the results might vary consider- 
ably. 

In the table on page 495, the poten- 
tial savings from repeal of excess profits 
tax have been estimated in terms of share 
earnings, where data are available in in- 
terim earnings statements. 


¥ 
An Optimistic Forecast on Hold- 


ing Company Securities 


TANDARD & Poor’s in its September 
27th issue of The Outlook points out 
that utility holding company securities 
have declined about 60 per cent since 
1932 (although earnings for 1942 were 
about equal to those of the earlier year), 
while the composite index of 402 stocks 
has advanced 50 per cent (see accom- 
panying chart). Standard points out that 
the “death sentence” meant the end of 
high-leverage gains anticipated from the 
growth of the electric power industry, 
and also raised a threat of the mass sale 
of properties. The SEC took no steps 
to allay the fears of investors, and made 
little effort to refute published reports 
that its activities would destroy invest- 
ment values. Furthermore, states the 
service, its fundamentally “legalistic” 
approach to the matter of regulation, in- 
volving several proposed yardsticks of a 
drastic nature, added to investors’ fears. 
As a result, investors were reluctant to 
make commitments in this group, when 

























it dif- 


urtax 
0 per 
year’s 
utili- 
th or 
ts tax 
en be 
one- 
0,000 
men- 
),000. 
from 
letely 
rmal 
‘idual 
ider- 


oten- 
rofits 
share 
n in- 


old- 


mber 
s out 
rities 
since 
were 
ar), 
‘ocks 
com- 
that 
d of 
1 the 
stry, 
sale 
teps 
ade 
orts 
rest- 
the 
tic” 
, in- 
of a 


‘ars. 
t to 
hen 











FINANCIAL NEWS 


there were ample opportunities for in- 
vesting in other groups which did not 
have such uncertainties. 

However, Standard & Poor’s is now 
optimistic regarding a further recovery 
in the securities of holding companies, 
as it feels that investors have less fear 
of SEC policies and actions than former- 
ly, and that there is greater appreciation 
of the sharp discounts at which most 
holding company issues are still selling 
(as compared with their estimated break- 
up value). Based on the table published 
by Standard on August 9th, the average 
holding company stock was then selling 
at a discount of about one-third below the 
estimated liquidating value, while many 
were at a discount of over 50 per cent. 
Moreover, the service points out that 
liquidating values are not static, but rise 
rapidly with any advance in the general 
market. The leverage principle, which 
madethese stocks so popular in the 1920’s 
is again at work, although on a different 
basis. While earnings this year are 
showing only a modest recovery due to 
heavy tax payments, the change in the 
price-earnings ratio resulting from in- 
vestors’ reappraisal of the operating 
company stocks has an exaggerated effect 


AND COMMENT 


on the junior securities of the holding 
companies. 


tipo service admits that SEC policy 
remains the basic factor in the situa- 
tion, but feels that this policy is gradu- 
ally becoming clarified. Originally it 
was thought that properties would be 
“swapped” and systems reconstructed 
on a territorial basis. Later the idea 
gained ground that the holding com- 
panies might be permitted to “trustee” 
their holdings, relinquishing voting con- 
trol but retaining an equity interest. 
While the SEC is permitting some sys- 
tems such as Continental Gas & Electric 
and Southwestern Public Service to 
build up interconnected systems through 
the purchase of properties from other 
systems, this is attributed to the need of 
more efficient service in the territories 
served. With this exception, the SEC 
now favors liquidation of all holding 
company properties except a single im- 
portant unit for each system. 

However, the SEC has relieved in- 
vestors’ fears on one score—it appears 
willing to give junior stockholders 
limited participation in the distribution 
of assets, on the theory of future earn- 
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ings recovery. Thus the theory of 
“going concern” has prevailed over the 
bankruptcy principle of absolute priority. 
The SEC has also been more cooperative 
recently in approving sales of properties 
and “has clearly recognized the desir- 
ability of orderly and opportune liquida- 
tion of assets of holding companies, 
rather than forced sale thereof.” 

Moreover, the service points out, the 
SEC has done investors a service by forc- 
ing an increase in depreciation allow- 
ances, reduction of fixed debts, and 
cleaning up of property accounts. This 
in turn has practically ended the move- 
ment toward public ownership. 


eo 


Competitive Bidding 


HE SEC has recently published a 

tabulation of data relating to com- 
petitive bids submitted for utility issues 
sold pursuant to Rule U-50. The table 
includes a description of the issue and 
amount, the date when bids were opened, 
names of bidders and number of firms in 
their syndicate, the amounts bid includ- 
ing interest cost to the company, the price 
to the public and the yield, the gross 
underwriting spread in points and total 
amount, and the concession to dealers. 

The average number of houses in the 
syndicate has varied widely—from 1 to 
138, with the average number around 25. 
There were 38 issues during the period 
of twenty-six months, or an average of 
about 14 a month. Of these, 2 were com- 
mon stock offerings, 7 preferred stock 
issues, and 29 bond issues. In 2 out of 
the 38 cases, institutions were successful 
bidders. In 3 cases there were no bidders 
for the offering, although 2 of these 
were successfully reoffered at a later 
date. 

Following is a list of underwriting 
firms which headed bidding groups (in- 
cluding cases where two or more firms 
headed the group) : 

Success- Unsuccess- 
ful Bids ful Bids 


First Boston Corp. ...... 12 9 
Halsey, Stuart & Co. .... 8 15 
Mellon Securities Corp.... 5 5 
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Kidder, Peabody & Co. ... 
Glore, Forgan & Co. ..... 
Smith, Barney & Co. ..... 
Kuhn, Loe & Co, 0.65.5. 
SSEnINAG USEOS:. Gsise-e e008 ss 
Stone & Webster & Blodget 


Lazard Freres & Co. ..... 
Dean Witter & Co: ../s.5- 
Salomon Bros. & Hutzler 
Bonbright & Co. ........ 
Harriman Ripley & Co. .. 
Rrarris.. Fiat a Co... 2: 
Coffin & Burr 

Digs To We all Oo eR ee a ar 
Dillon, Read & Co. ...... 
Otis & Co. 

Lee Higginson 

R. W. Pressprich 

Wood, Struthers & Co. ... 
Central Republic Co. ..... 
A. GC. Bilyat Co. <2... 
Morgan Stanley & Co. ... 
Eastman, Dillon & Co. ... 


eee NWNNOHEH AMO: : : 


Several conclusions may perhaps be 
drawn from the above: 


(1) The enforcement of Rule U-50 
seems to have slowed down utility 
financing, as indicated by our depart- 
mental chart (September 30th issue, 
page 433). However, the war-time pri- 
ority given to Federal financing was also 
a factor, as well as heavy taxation (re- ff 
ducing refunding savings), and in some 
cases SEC requirements as to write-offs, 
etc.—so that it is difficult to apportion the 
blame for the decline in activity. How- 
ever, the rather cumbersome machinery 
of the new system, with the heavy dunli- 
cation of preparatory work, can hardly 
have failed to slow down the number of 
“deals.” 


(2) Some houses that were formerly 
quite active, such as Morgan Stanley, 
Dillon, Read, and Bonbright, have taken 
comparatively little interest in competi- 
tive bidding. Other important houses— 
such as Kuhn, Loeb; Salomon Bros.; 
Drexel; Harriman Ripley; Lehman; 
Smith, Barney; and Blyth—have been 
fairly active in forming groups, but were 
too conservative in their bidding to ob- 
tain much financing. Outstandingly 
successful bidders have been First Bos- 
ton; Halsey, Stuart; Mellon; Kidder, 
Peabody ; and Glore, Forgan. 
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(3) In the preliminary discussions 
over competitive bidding an important 
SEC assumption was that it would open 
the door for local firms to handle financ- 
ing of utilities in their own territory— 
the implication being that under the old 
system New York city was “monopoliz- 
ing the show.” As forecast editorially, 
this has not been the case. The only suc- 
cessful out-of-town bidder in our list is 
Harris, Hall & Co. (Mellon has a New 


York office although its headquarters are 
in Pittsburgh.) 

(4) There have been a few cases 
where (as forecast) keen competition re- 
sulted in the successful bids being too 
high, making these issues “sour.” But 
the question as to whether the propor- 
tion of unsuccessful offerings has been 
larger under the new system than under 
the old is difficult to answer without 
further research. 
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What the State 











Commissioners 


Are Thinking About 


Excerpts and digests from the opinions ex- 
pressed in reports and addresses at the annual 
convention of the National Association of Rail- 
road and Utilities Commissioners in Chicago, 


Illinois, 


from September 14th to September 


16th, 1943. 


On Federal-state Regulation 


GE O many it may seem strange that the 

state which gave birth to successful 
state regulation of public utilities and their 
rates should be one of the first and most in- 
sistent in opposing further centralization of 
that power. Believe me, it is not the jealousy of 
a state or commission trying to protect its 
power—it is not a reluctance to give up control, 
although that would be but human and natural, 
nor is it a tendency to harken back to the ‘good 
old days.’ 

“Progress in public utility regulation had to 
come and must continue. But all change is not 
progress—and there is a right and a wrong 
path for utility regulation just as there is for 
individuals. Control, carried too far, becomes 
bureaucracy and loses its gains in confusion and 
delays. State control has its weaknesses and its 
disadvantages—but it has one advantage which 
= outweighs all the claims for Federal con- 
trol. 

“That advantage is basic to our republican 
form of government and is a fundamental part 


e 


of the democratic ideals upon which our 
United States of America is founded. I refer 
to the fact that when government gets out of 
the hands of the people—our nation will cease 
to exist—and one of the evidences of govern- 
ment being taken away from the people is the 
tendency on the part of Washington that state 
regulation of utilities be hamstrung, over- 
ridden, circumscribed, or ignored.” 


—Joun D. Biccs, , 
Chairman, Illinois Commerce Commission. 


CCT) URNS this war year, we have ex- 
perienced many invasions of state 
regulation, some of it, in our opinion, unneces- 
sary, but to which we have submitted in the 
interest of winning the war. Our objective 
should be to recover as much of our regula- 
tory authority as possible when peace returns.” 
—FrANK W. MATson, 


Chairman, Minnesota Railroad and 
Warehouse Commission. 


On OPA-utility Relations 


(44 I AM pleased to have had this opportunity 

to discuss with you the views of our office 
on some of the more significant problems affect- 
ing our relations with the members of the state 
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commissions. Having served for over five 
years on the Wisconsin commission and ac- 
tively participated in the affairs of this asso- 
ciation, I think I have a fairly good idea of 


500 





WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


the way you are thinking. I hope that we may 
work with you to carry out the national policy 
in your field. Let me assure you that OPA 
does not desire to take over one iota of your 
jurisdiction; nor does it wish to dictate to you 
how you shall conduct your cases. All it does 
ask is that it be afforded a fair hearing and 
that in the exercise of your discretion in de- 
termining what is a reasonable rate, you give 
substantial weight to the national policy of 
stabilization. If you will do this, we can ask 
no more; and since the national policy applies 
in all other fields of price stabilization, we can 
ask no less.” 
—Rosert A. NIXon, 
Director, Transportation and Public 
Utilities Division, Office of Price 
Administration. 


¢ “TT? element of inflation inherent in any 

increase in utility or common carrier 
rates is only one of the many, many important 
factors which our state commissions must 
consider when they are called upon to determine 


the necessity for such increases. When OPA 
does intervene in a state case, its real function 
is to present facts which will afford to our 
regulatory commissions the means of determin- 
ing the true relative importance of inflation as 
a factor in present-day rate making. If and 
when OPA’s efforts are directed to that limited 
yet very useful function, I am convinced that 
all state commissions will sincerely welcome the 
intervention of OPA in any proper proceeding. 
If, however, it attempts to present facts sup- 
porting a contention that any proposed increase 
would be unreasonable because such increase 
is per se inflationary—then, in my opinion, such 
attempt is a disservice to OPA itself, and is of 
very doubtful help to any regulatory commis- 
sion. 

“As stated in the beginning, OPA should 
stick to the subject of general inflation—and 
should not attempt to regulate state utility and 
common carrier rates.” 

—W. F. WHITNEY, 
Member, Wisconsin Public Service 
Commission. 


e 


On Utility Duration Earnings 


(7 4 I’ would be entirely appronriate to recast 

our thinking as to what constitutes a fair 
rate of return. The utility companies should 
have no cause for complaint if earnings were so 
reduced as to constitute a constant share of 
the total purchasing power used for nonwar 
purposes. Perhaps, under present conditions, 
a rate of 4 per cent after all expenses includ- 
ing taxes is as high, comparatively and rela- 
tively speaking, as would have been a rate of 
6 or 7 per cent in the prewar era.... The 
solution of the problem that seems most 


promising was illustrated by a statement of the 
Bridgeport Hydraulic Company of Bridgeport, 
Connecticut, in notifying its stockholders in 
September, 1942, of a reduction of 25 per cent 
in the dividend rate: “To make a long story 
short, we are in the midst of the worst war in 
all history, and the company and its stock- 
holders are a part of it.” 


— CLYDE OLIN FISHER, 
Member, Connecticut Public Utilities 
Commission. 


e 
On War Rates of Utilities 


1 6¢ HROUGH the codperative efforts of the 

regulatory agencies, the utility industry, 
and our own agency, there have been relatively 
few important rate increases in the utility field 
since the outbreak of the war. This constitutes 
a substantial contribution to the success of the 
national stabilization program. Generally, 
although there have been rises in the cost of 
labor, fuel, materials, and supplies, the national 
policy of economic stabilization has minimized 
these increases so that rising revenues result- 
ing from additional business have surpassed the 
rising costs, with the result that the greatest 
incentive to rate increases—that of diminish- 
ing net returns—has not yet fully developed. 
There are exceptions, of course, largely limited 
to the smaller telephone, heating, and gas utili- 
ties where costs have risen more rapidly than 
revenues. In certain instances, rate increases 
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have been in order and our office has not op- 
posed them. 

“Again, I have the impression that a number 
of utility executives realize that the industry as 
a whole has a mighty stake in the prevention 
of inflation. 

“Inflation means spiraling costs, and in the 
case of regulated enterprises it is not possible 
to raise rates and keep revenues ahead of costs. 
The experience of the street railway in Cologne 
during the period following the last war when 
runaway prices prevailed in Germany is a 
salutary example. When inflation gripped that 
city, costs went up so rapidly that the street 
railway increased its rates twenty-five times in 
five months, and still could not survive. What 
will happen to the insurance companies, the 
trust funds, and widows and orphans who own 
the securities of public utilities if conditions 
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occur here such as occurred in Cologne in the 
early 20’s? The vice president of one of the 
largest utilities in the nation said to me last 
fall that his company was vitally interested in 
preventing inflation; that it would ultimately 
be the loser if unwarranted rises in prices take 
place; and consequently that it would not seek 


e 


any increase in rates for the duration if it could 
see its way clear to come out whole at the end 
of the war. This is just plain horse sense.” 
—Rosert A. NIXon, 
Director, Transportation and Public 
Utilities Division, Office of Price 
Administration. 


On Aviation Regulation 


ce HY should not the states and the Fed- 

eral government have concurrent 
jurisdiction to impose economic regulation on 
operators of commercial aircraft? The answer 
is, in my opinion, that air transportation is es- 
sentially a national, an interstate business. 
American Airlines flies through 23 states, 
United Airlines 15, TWA 14, and Eastern 18. 
There is not a single air carrier in the United 
States which operates in less than three states. 


Transport airplanes now being used travel on 
the average over 1,600 miles per day and an in- 
dividual airplane can span the continent and be 
halfway back in a single 24-hour period. The 
average air passenger’s trip is about 400 miles, 
while that of the average rail passenger is 50 


miles.” 
—S. G. Tieton, 
Assistant General Counsel, Civil 
Aeronautics Board. 


ev 
On SEC-state Regulation 


iat HE SEC... has an equally obvious in- 
terest in seeing that plans for compli- 
ance with § 11 conform to the state commis- 
sions’ standards with respect to utility oper- 
ations and security issues. In many cases, speak- 
ing technically and strictly, this is not a matter 
of ‘codperation,’ since the transactions sub- 
mitted for SEC approval cannot be carried out 
unless authorized by the state commission as 
well. However, neither the SEC nor state com- 
missions seem disposed to insist upon technical 
divisions of authority. It is the settled policy of 
the SEC to seek the aid and codperation of 
state commissions, and to give state commis- 


sions the same. The absence of statutory re- 
quirements of codperative procedure, which 
could be met by mere formal compliance, is 
immaterial. 

“There is ample evidence of the abil- 
ity and willingness of the SEC and state 
commissions to work together, exchange views, 
and give proper weight to each other’s point of 
view and jurisdiction. It is vital both to effec- 
tive state regulation and to a successful ad- 
ministration of the Holding Company Act that § 
such codperation continue.” 

—ReEport of Committee on Corporate Finance, 

W. C. Fankhauser of California, chairman. 


e 


On Renegotiation 


CC A CURRENT problem of rate making which 
should receive brief comment in this 
report is in connection with the negotiation and 
renegotiation of contracts for electric power 
to serve war loads. It is the opinion of your 
committee that the President’s directives in 
connection with this subject intended to accom- 
plish the following result: to secure the cheap- 
est source of power, in many instances the les- 
sened cost as the result of direct negotiation 
between the war consumer and the generating 
agency, utilizing if necessary the facilities of 
others for a reasonable transmission charge, 
to the end that companies themselves having 
insufficient power to supply war plants should 
not be permitted to purchase from neighbors 
and_ resell to these plants at a substantial 
profit. 
“When the rate schedules applied to war 
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loads by utilities are those that have been, ap- 
proved by state regulatory authorities for ap- 
plication to the general public, it would appear 
that any necessary requests for renegotiation 
should be addressed to the state authority re- 
sponsible for approving the standard rate. 
Such procedure would keep the problem of re- 
negotiation in its proper channel.” 

—Report of Committee on Public Utility 

Rates, J. W. Cornell of Idaho, chairman. 


660% the whole this joint functioning in 
such cases as OPA felt that it should 
intervene has, we think, been genuinely coGper- 
ative and entirely satisfactory. We have not al- 
ways agreed with the director’s construction of 
the statute and did not, with all due respect to 
the district court which passed on the matter, 
agree that the changing of a local rate in a bus 
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tariff constituted such a ‘general increase’ as 
was contemplated by the statute, but on the 
important question on rate regulation having 
been left with the regulatory commissions, the 


court has properly affirmed the intent of Con- 

gress.’ 

—Report of Special War Committee, Walter 
R. McDonald of Georgia, chairman. 


7 


On Utility Conservation 


soya committee representatives at these 
conferences questioned the advisability 
and value of any such voluntary program and 
contributed the weight of its position to that of 
the electric industry that the contemplated con- 
servation should not be confined to the electric 
industry which had, in spite of unfriendly pre- 
dictions to the contrary, kept apace with the 
demands of war-accelerated industry for in- 
creased capacity, and further counseled that 
careful determination should first be made of 
the necessity for such conservation and when 
so determined that it should be required and 
the state commissions committed to provide the 
machinery for its enforcement. 

“Studies made and submitted to these meet- 
ings by representatives of the electric industry 
established beyond doubt that the potential 
savings in the essential factors enumerated 
were relatively negligible when confined to the 
electric industry. For instance, the item of 
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saving which first gave rise to the idea of the 
so-called ‘brown-out’ program was that of 
fuel, but a study disclosed that a successful 
‘brown-out’ accomplishing a 10 per cent re- 
duction in consumption would not effect a 
savings of more than three-tenths of one per 
cent of the total amount of coal used. The 
same thing was equally true as to other fac- 
tors and there was obviously no excuse or 
justification of asking a part loaf simply be- 
cause of ready machinery for dealing with 
this easily regimentable regulated public util- 
ity industry when the whole loaf could and 
should be had through the extension of the plan 
for the conservation of vital materials and 
man power to all forms of business and to 
both public and private activities.” 


—Report of Special War Committee, 
Walter R. McDonald of Georgia, 
chairman. 


On Motor Carrier Regulation 


€¢€ ACCORDING to records which we have ob- 

tained, the following represents the 
present status of reciprocity among the 48 
staes: 

“(a) Fourteen states in the Union have, by 
statute, the right to enter into full reciproc- 
ity with any other state. 

“(b) Privately owned and_ operated 
trucks, trailers, and semitrailers, operating 
interstate, are granted reciprocity in 31 
states, limited reciprocity in 16 states, and 
1 state grants no reciprocity. 

“(c) Privately owned and operated motor 
vehicles of war workers are granted full 
reciprocity in 23 states, limited reciprocity 
in 20 states, and 5 grant no reciprocity. 

“(d) Privately owned and operated ve- 
hicles of members of the military forces have 
been granted reciprocity by all states. How- 
ever, 12 states have regulations covering 
minor limitations. 

“(e) Common and contract bus opera- 
tions in interstate, exclusively, have been 
granted full reciprocity in 17 states, limited 
reciprocity in 19 states, and 12 have no rec- 
iprocity. 

“(£) Common and contract bus operators, 
both interstate and intrastate, are granted 
full reciprocity in 10 states, limited reciproc- 
ity in 18 states, and 10 have none. 

“(g) Common and contract truck opera- 
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tors, for hire, exclusively interstate, have 
full reciprocity in 19 states, limited reciproc- 
‘ity in 21 states, and 8 have no reciprocity. 

“(h) Common and contract truck opera- 
tors, for hire, in interstate and intrastate, 
have full reciprocity in 13 states, limited rec- 
iprocity in 17 states, and 18 have no rec- 
iprocity. 

“(i) Common and contract truck operators 
for hire without loading or unloading cargo 
within the state are granted reciprocity, 
fully, in 19 states, limited reciprocity in 21 
states, and no reciprocity in 8 states. 


“(j) Common and contract truck opera- 
tors dedicated exclusively to military per- 
sonnel and/or equipment are granted rec- 
iprocity, fully, in 15 states, limited in 23 
states, and 12 have no reciprocity. 

“This over-all picture is interesting, in that 
it shows that there has been an increase in some 
form of reciprocity in about 30 per cent of the 
states as a result of the war and realization 
by the states that the matter of transportation 
between them is strictly a state proposition and 
does not need Federal control. 

“We cannot help but feel that there has been 
a realization on the part of both Federal and 
state officials, who are well informed, that 
Federal legislation is not needed to straighten 
out the problems of uniformity of regulation 
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affecting motor carriers. As you know, we 
adopted this position with reference to Senate 
Bill No. 2015, known as the Big Truck Bill, 
and although similar legislation to that bill 
has again been introduced in Congress, there 
apparently has been no action taken to bring 
the proposed legislation on for hearing. Mat- 


ters such as weights and sizes, and taxes, are 

items best known and therefore capable of 
most effective regulation by the states.” 

—Report of Special Committee to Pro- 

mote Uniformity of Regulations A ffect- 

ing Motor Carriers, George McCon- 
naughey of Ohio, chairman. 


e 
On Rate Regulation 


4 uh geet committee believes that the time has 

come for those of us charged with the 
responsibility of administering public utility 
rates in the various states to devise workable 
plans for the fulfillment of the duties and obli- 
gations conferred upon us. We must determine 
the basis upon which utility rates are to be 
calculated and fix rates of return which are 
equitable both to the users of utility service and 


to the investors in utility securities. As umpires 
in the matter of rates, we should do this in the 
various states with as much uniformity as pos- 
sible, and with a minimum expenditure of cor- 
porate and public funds for hearings, rate case 
proceedings, and formal litigation.” 


—Report of Committee on Public Utility 
Rates, J. W. Cornell of Idaho, chairman. 


e 


On Transportation Regulation 


ss Office of Defense Transportation, 
under the experienced leadership of 
Honorable Joseph B. Eastman, has been in con- 
stant touch with state regulatory agencies be- 
cause many of its problems and questions have 
been the same as ours. Through war trans- 
portation committees, many of which have 
been headed by members of state commissions, 
there has been substantial progress effectuated 
in share-the-ride programs, staggering of 
hours, and more efficient utilization of public 
transportation. With some phases of the opera- 
tion of the Office of Defense Transportation, 
we have not always been in complete agreement, 
but for most part a more efficient transportation 
has been maintained because of the codrdina- 
tion of the Office of Defense Transportation 
and state regulatory bodies through commis- 


sion efforts and war transportation committee 
work. 

We feel that other Federal agencies, such 
as the Office of Price Administration, have 
through lack of experience failed to recognize 
the prime necessity of transportation and the 
important sphere which must be occupied by 
state and local authorities. The administration 
of transportation in war time should, we be- 
lieve, from a standpoint of national welfare, be 
lodged in one Federal agency and that agency 
by experience should be the Office of Defense 
Transportation, as far as a war agency is con- 
cerned.” 

—Report of Committee on Progress in 

the Regulation of Transportation Agen- 

cies, George McConnaughey of Ohio, 
chairman. 


e 
On Proposed Federal Power Act Change 


reine 3. Subsection (c) of said § 201 is 
hereby amended to read as follows: 

“(c) For the purposes of this Part, electric 
energy shall be held to be transmitted in in- 
terstate commerce only if transmitted from a 
state for or in connection with the sale thereof 
at wholesale, and consumed at any point out- 
side of such state; but only in so far as such 
transmission takes place within the United 
States: Provided, That transmission of electric 
energy from the lines of one person to those 
of another in pursuance of a contract or 
arrangement between such persons for emer- 
gency service, or in pursuance of a contract 
or arrangement for an exchange of electric 
energy, according to the terms of which settle- 
ment for any variation in delivery is made 


upon the basis of the cost of production or of 
purchase of such energy, or because of a slop- 
over of electric energy between connecting lines 
or systems, shall not be held to be transmis- 
sion of electric energy for compensation.” 


Section 4. Subsection (d) of said § 201 is 
amended to read as follows: 

“(d) The term ‘sale of electric energy at 
wholesale’ when used in this Part means a 
sale of electric energy to any person for re- 
sale: Provided, That, when used in this Part 
or the Part next following, electric energy 
shall not be held to be sold at wholesale be- 
cause it passes over the lines of one person to 
those of another person in pursuance of a con- 
tract or arrangement between such persons for 
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emergency service, or in pursuance of a con- 
tract or arrangement for an exchange of elec- 
tric energy, according to the terms of which 
settlement for any variation in delivery is made 
upon the basis of the cost of production or of 
purchase of such energy, or because of a slop- 
over of electric energy between connecting lines 
or systems.” 

Section 5. Subsection (e) of said § 201 is 
amended to read as follows: 

“(e) The term ‘public utility’ when used in 
this Part or in the Part next following means 
any person who sells electric energy at whole- 
sale in interstate commerce, or who transmits 
electric energy in interstate commerce for com- 
pensation.” 

Section 6. Said § 201 is further amended by 
inserting after subsection (e) the following 
new subsections: 


“(f£) For the purposes of this Part, electric 
energy shall be held to be supplied for ‘emer- 
gency service’ when temporarily supplied by 
one person to another person during a period 
of emergency. 

“(g) For the purposes of this Part, electric 
energy shall be held to ‘slop over’ when it 
passes from the lines of one person to those 
of another person in consequence of a sudden 
demand for energy on such other lines during 
the momentary period when such demand 
causes the systems of the two utilities to be 
out of balance.” 

Section 7. Subsection (f) of said § 201 is 
amended by relettering the same as subsec- 
tion (h). 

—RECOMMENDATIONS of the General Solic- 

itor for introduction in Congress, as ap- 

proved by the membership. 


e 
On Special Phone Toll Tax 


66 (. FFECTIVE November 1, 1942, the Federal 
government placed in effect a tax on 
long-distance telephone message tolls of 20 per 
cent of the toll charge. By this method of taxa- 
tion the government hoped to raise a certain 
amount of money as an aid in defraying the 
cost of the war which the country is now en- 
gaged in. Incidentally, a similar tax was 
placed in effect during World War I. The tax 
was removed shortly after the close of that 
war and it is expected that similar action will 
be taken when this present war has been won. 
“From data at hand, consisting of statistics 
issued by the Federal Communications Com- 
mission for the year 1941, projected to the year 
1942, which show an increase of approximately 
264 per cent, it is found that the annual rev- 
enues to be raised by this tax will amount to 
approximately $100,000,000. It is believed, 
however, due to the marked increase in tele- 
phone toll messages, that the actual money 
which will be realized from this tax will great- 
ly exceed the estimate of $100,000,000. How- 
ever, the exact amount that will actually be 
realized has no vital bearing upon the in- 
equities caused by the imposition of this tax 
to the ratepayers in the different parts of the 


country or upon the remedy proposed to re- 
move the inequities. 

“The normal message toll charge itself is 
based upon the value of the capital invested in 
telephone toll facilities and the cost of render- 
ing service. It follows, therefore, that the 
charges for this service will be greater or less 
according to the distance involved. Toll mes- 
sages sent over long distances will call for 
greater investments in telephone plant with 
their greater costs of service than toll messages 
over shorter distances. To the extent that this 
differential in toll charges is based upon dis- 
tances covered, the present method of fixing 
toll charges seems to be normal and proper. 
The toll message tax, however, is a transaction 
between the individual and the government. In 
that relationship no discrimination should ex- 
ist among taxpayers in various parts of the 
country. Federal taxes should be levied on a 
basis that will affect all taxpayers alike and 
without regard to geographical consider- 
ations.” 


—STATEMENT from report submitted by 
Charles F. Schaefer, Director of Public 
Service, Washington. 


+7 


On Fair Rate of Return under War Conditions 


Ts following tabulation is the result of a 
questionnaire circulated among the various 


state commissions by Chairman Frederick 
Stueck of the Missouri Public Service Com- 
mission in connection with a recent round-table 
discussion at the 1943 Chicago convention of 
the National Association of Railroad and Utili- 
ties Commissioners. Chairman Stueck asked 
each commission its reaction to three questions : 

(1) What was the fair rate of return consid- 
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ered reasonable prior to December 1, 1941? 
(2) Has there been any change in policy with 
respect to such return since that date? (3) 
What has been the effect of other war-time 
factors, such as the question of charging extra- 
ordinary “war taxes” against stockholders in- 
stead of operating expenses? The following 
digests of replies were those received by Chair- 
man Stueck as of the time he prepared his re- 
port for the Chicago meeting: 
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WPB-FPC Gas Agreement 


HE agreement signed by Chairman Don- 
"has M. Nelson, of the War Production 
Board, and Chairman Leland Olds, of the 
Federal Power Commission, governing the re- 
lations between their respective agencies in 
handling matters concerning natural gas sup- 
plies and requirements, provides that, in or- 
der to avoid duplication of effort and confu- 
sion and to make the most effective use of their 
staffs and information, the WPB, acting 
through the Office of War Utilities, and the 
FPC observe and will continue to observe the 
foliowing definitions of their respective respon- 
sibilities and the following procedure in car- 
rying them out: 

(A.) Responsibilities of WPB 

Provides that the WPB has exclusive re- 
sponsibility for the following problems aris- 
ing out of the supply of natural gas for the 
war program: 

(1) Development and administration of pro- 
grams to assure that the equipment and ma- 
terials which can be made available for the 
purpose of supplying natural gas are allo- 
cated where and when the need is most urgent 
from the standpoint of the military and war 
production program, keeping in mind the 
needs for natural gas for civilian purposes. 
This includes priority control and allocations 
of materials and equipment for all systems 
transporting and delivering natural gas and 
for industries operating or installing facili- 
ties for the supply or utilization of natural 
gas. 

(2) Determination of the supplies of, and 
demands for, natural gas in relation to the 
military and war production program and es- 
sential civilian activities. This includes the 
programming of natural gas requirements for 
war production and for the armed services. 

(3) The mobilization of natural gas sup- 
plies to meet war production requirements and 
the development and administration of pro- 
grams for better codrdination in the opera- 
tion of natural gas transportation facilities, 
including integration and interconnections, to 
assure an adequate supply of natural gas for 
war production industries, the armed services, 
and essential civilian service, including the 
expansion of existing natural gas transporta- 
tion facilities where needed to meet such re- 
quirements. 
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(4) The planning, development, and admin- 
istration of natural gas supply allocation pro- 
grams for those regions where the available 
supply proves insufficient to meet all require- 
ments. 


(B.) Responsibilities of Federal Power 
Commission 

Provides that the FPC will in the public in- 
terest continue to exercise its full statutory 
powers as set forth in the Natural Gas Act, 
and amendments thereto, the principal of 
which are as follows: 

(1) (a) Pursuant to §7(a) of the act, to 
require extension and interconnection of fa- 
cilities for the interstate transportation and 
sale of natural gas to distribution companies 
and distribution centers. (b) Pursuant to §7 
(b), to control the abandonment of facilities 
and service of natural gas companies. (c) 
Pursuant to §7(c), to determine whether pub- 
lic convenience and necessity require the con- 
struction of new, or extension or acquisition 
of existing, natural gas interstate transpor- 
tation facilities, and to issue certificates of 
convenience and necessity therefor. 

(2) The fixing of rates for the transpor- 
tation and sale of natural gas in interstate 
commerce ; and the control of the importa- 
tion and exportation of natural gas. 

(3) The supervision of accounts and rates 
of depreciation of natural gas companies sub- 
ject to the commission’s jurisdiction. 

(4) The collection, compilation, and tabu- 
lation of information regarding receipts, 
transnortation, distribution, and sale of natural 
gas throughout the United States; and re- 
garding the operation, management, control, 
service, rates, and contracts of agencies trans- 
Ma oy or supplying natural gas. 

(5) Surveys and determinations of natural 
gas supplies and reserves, the determination of 
the economic feasibility and adequacy of trans- 
portation facilities for the delivery and utiliza- 
tion of such natural gas supplies. 


(C.) Arrangements Respecting Priorities and 
Certificates 

(1) In the consideration of applications filed 
with them, WPB and FPC will freely inter- 
change information and so conduct their in- 
vestigations as to eliminate duplication of ef- 
fort and secure maximum efficiency of the 
staffs of both agencies. Joint conferences 
with applicants may be held whenever such ac- 
tion is desirable to clarify the procedure in 
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THE MARCH OF EVENTS 


connection with or expedite the disposition of 
such applications. 

(2) With respect to the exercise of the com- 
mission’s authority under §7 of the Natural 
Gas Act, as amended, it is understood that, 
during the continuance of the war, action will 
be taken and orders will be issued by the com- 
mission only after prior consultation with 
WPB to make certain that any proposed facili- 
ties are essential in the war effort, to assure 
that materials can be made available therefor, 
and to make certain that, in the case of pro- 
posed abandonment of facilities or services, 
the abandonment is consistent with the war 
effort. 

(3) With respect to any matters under con- 
sideration by WPB involving the construction, 
extension, or abandonment of natural gas pipe 
lines which require the approval or certification 
of FPC, under the provisions of the Natural 
Gas Act, as amended, it is understood that, 
during the continuance of the war, action will 
be taken and order will be issued by WPB only 
after prior consultation with FPC, and when 
preference rating certificates and allotments 
of materials are issued by the War Production 
Board in such cases they will be accompanied 
by a statement that the issuance is upon the 
condition that applicant will promptly take all 
steps necessary to comply with any applicable 
requirements of the Natural Gas Act. 


(D.) Procedure and Use of Staff 


In order to obtain maximum effectiveness 
and avoid duplication of effort, the WPB and 
the FPC agree that 

(1) All information and all such studies 
and compilations as the commission may make 
in carrying out its functions as outlined above 
will be made available to the WPB, such as: 
(a) Monthly reports on natural gas receipts 
and deliveries. (b) Periodic reports describ- 
ing natural gas supplies and transportation 
facilities and interconnections of such facili- 
ties. (c) Periodic reports on interruptible nat- 
ural gas supplies and loads. (d) Reports on 
stand-by facilities. (e) Investigations of 
rates in connection with transportation and 
sale of natural gas and in connection with 
contracts for interruptible supplies of gas. 

(2) The commission will make such specific 
additional studies as the WPB may request 
which can be carried out with available per- 
sonnel and without interfering with the es- 
sential statutory functions of the commission. 

(3) In times of emergency the commission 
will, if requested by the WPB, make avail- 
able temporarily such members of its staff as 
can be spared from other work to assist the 
staff of the WPB to carry out programs es- 
sential to securing an adequate supply of nat- 
ural gas for military needs and war produc- 
tion and essential civilian requirements. 

(4) The Office of War Utilities will submit 
its basic general orders in the natural gas 
field (such as Limitation Order L-31) to the 
commission for consideration and recom- 


mendation in accordance with the procedure 
governing the circulation of OWU orders 
within the WPB in such matters. 

(5) In order to secure maximum efficiency 
and economy, the OWU of the WPB and the 
division of finance and statistics of the FPC, 
with the approval of the division of statis- 
tical standards, Bureau of the Budget, will 
work out procedures in the collection and com- 
pilation of statistical information having a gen- 
eral or national coverage, to avoid duplica- 
tion and impose upon industry the least bur- 
den compatible with securing sound and sat- 
isfactory results. 

The agreement provides that nothing here- 
in shall be construed to be in conflict with ex- 
isting arrangements between the War Pro- 
duction Board or the Federal Power Commis- 
sion and the Petroleum Administration for 
War, nor with the provisions of Executive Or- 
der 9276 establishing the PAW. 


Power Contract Announced 


ECRETARY of the Interior Harold L. Ickes 

on September 28th announced that he had 
executed on behalf of the United States a con- 
tract for the sale of the first block of power 
from Shasta dam of the Bureau of Reclama- 
tion’s Central Valley Project (California) to 
the Pacific Gas and Electric Company, with 
headquarters at San Francisco. A minimum 
annual payment by the company of $2,775,000 
beginning in 1945 is guaranteed. 

The contract was signed by President James 
B. Black for the PG&E on September 16th 
following authorization by his board of di- 
rectors on the previous day. Secretary Ickes 
approved the contract on the recommendation 
of Commissioner of Reclamation Harry W. 
Bashore. ' 

Under the agreement the United States will 
transmit power to the company over a 97-mile 
transmission line which the Bureau of Recla- 
mation is building from Shasta dam to Oro- 
ville, California. It will deliver the energy to 
the PG&E at the Shasta substation (25 miles 
from the dam) and will lease temporarily to 
the company, for a monthly rental charge of 
$6,250, the portion of the line extending from 
this substation to Oroville. The Shasta dam 
power plant is scheduled to begin operating in 
March, 1944, with an installation of 150,000 
kilowatts. 

“As a war measure, it is imperative that 
the power from Shasta dam be made avail- 
able for war loads at the earliest possible mo- 
ment,” Secretary Ickes said. “Because of the 
shortages of critical materials and the orders 
of the War Production Board limiting the 
Bureau of Reclamation to the construction of 
a single transmission line, this can be achieved 
most expeditiously by disposing of the power 
to the Pacific Gas and Electric Company. 

“Two provisions of the contract are of the 
utmost importance. One stipulates that the 
United States may withdraw power from its 
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commitment to the company for any purpose 
including sale to other customers. It is also 
agreed between the United States and the com- 
pany that they will endeavor by mutual agree- 
ments supplementary to the main contract to 
carry out the provisions of the Reclamation 
Law which require that preference shall be 
given public agencies and codperatives in the 
lease or sale of power. Any public agencies 
or coéperatives that want to buy Shasta power 
need not wait to apply until after the war but 
may do so whenever they are ready. Every ef- 
fort will be made to work out arrangements 
for serving them. 

“The rate established by the contract guar- 
antees to the government a fair and equitable 
price for the power during the war. More- 
over, an ample rental will be obtained for 
the company’s use of the transmission line 
from Shasta substation to Oroville. This line 
is a part of the permanent plan of the project. 
It is reasonable to anticipate a total income in 
excess of $3,000,000 per year under the con- 
tract. The short term of the contract—not to 
exceed five years—will guard against any long- 
time tie-up of the power from this great proj- 
ect in the hands of a single purchaser and 
will guarantee availability of the power for 
the most widespread public benefit after the 
war. The rights of the government to dis- 
pose of the output of the project plant for 
the long-term development of the region in the 
public interest are protected.” 

Funds for the transmission line were pro- 
vided by Congress in the Interior Depart- 
ment Appropriation Act, 1943. Priorities for 
the aluminum conductor were granted by the 
War Production Board, and some of the equip- 
ment is on the ground. Commissioner Bashore 
said work will be expedited to have the line 
ready when power is available for transmis- 
sion. 

The contract with PG&E stipulates that un- 
til January 1, 1945, the company will take as 
much of the output as its system can absorb. 
After that date it will take and pay for 150,- 
000 kilowatts of power capacity and 800,000,- 
000 kilowatt hours annually. It will pay a 
readiness-to-serve charge of $125,000 per 
month after January 1, 1945, and an energy 
rate of 1.5 mills per kilowatt hour for all power 
taken. 


Ouster Drive Hurting REA 
A PAMPHLET militantly defending Harry 
Slattery as head of the Rural Electrifica- 
tion Administration, and tracing the fight to 
oust him to his opposition to the stalled insur- 
ance scheme of the National Rural Electric Co- 
6perative Association, has been published by 
Judson King, REA consultant, director of 
the National Popular Government League, 
and Slattery’s close friend. 
The document, carrying on the printed war- 


fare between King and Clyde T. Ellis, execu- 
tive manager of the NRECA, that has been 
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aired in recent issues of this magazine, was 
expected to fan the nation-wide controversy 
over Slattery to a new pitch. Ellis declined 
to comment on the charges in King’s newest 
statement, for the present. 

The pamphlet was highlighted by a hitherto 
unpublished letter sent in June to Ellis by 
former Senator George W. Norris, of Nebras- 
ka, after Ellis and others had importuned him 
to join in the attack on Slattery. Norris’ let- 
ter, as quoted by King, said in part: 

“T have just read your letter of June 22nd. 
In this letter you do as you have done in pre- 
vious letters; to wit, ask me to join with you 
and the NRECA in demanding the removal of 
Harry Slattery as the administrator of the 
REA. 

“T am not trying to defend Slattery because 
in my judgment no charge has been made 
against him so far as I know that needs a de- 
fense. 

“The main thing . . . is that your association 
wanted to organize an insurance company on 
the codperative basis, and that Slattery for 
a time seemed to be favorable to such consid- 
eration, but for some reason changed his mind 
and became an enemy to this insurance plan. 

“Tt seems that the charges narrow down to 
this. Slattery is unfriendly to some insur- 
ance plan, a plan not fully described. Not- 
withstanding the fact that at one time he was 
favorable to cooperative insurance, he would 
not go along in this plan, and, therefore with- 
out any trial, without any ceremony, he must 
be removed. . You are doing a great in- 
jury to the REA in my judgment.” 

Norris, respected by all leaders in the public 
utility field, was one of the fathers of the 
REA, TVA, and similar public utility enter- 
prises. 

The Senate Agriculture Committee was 
scheduled to open hearings to determine the 
factors behind the concerted move to discredit 
Slattery. 


Panama Sells Light Plants 


HE Panama Electric Company, a subsid- 
iary of the Electric Bond and Share Com- 
pany, has paid $250,000 for 16 electric light 
plants owned by the government of Panama 
in various towns in the interior of the republic. 
The government of the deposed president, 
Arnulfo Arias, stopped the company’s opera- 
tion of streetcars in Panama City and threat- 
ened expropriation. The sale was arranged by 
Colonel Manuel Pino, Minister of Public 
Works, and Eduardo de Alba, manager of 
the National Bank of Panama. 


WPB Decentralization 


PLAN to decentralize the War Production 
Board, putting most of the paper work 

up to 13 regional offices and leaving only over- 
all controls in Washington, was adopted on 
September 21st at the first meeting of the WPB 
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Operations Council and announced by H. G. 
Batcheller, operations vice chairman. 

The plan was expected to eliminate 33 per 
cent of the necessary travel by businessmen to 
Washington, slash routine paper work for busi- 
nessmen from 25 to 40 per cent, and gear the 
WPB organization to “greater speed and re- 
sponsiveness,” Mr. Batcheller said. 

The program provides for a sweeping decen- 
tralization of the whole operations function. 
It will move out of Washington much of the 
machinery of production control and give 
greater autonomy to the 18 regional offices 
and the 92 district offices of WPB. 

It is believed that the move will create, 
in effect, 13 “little WPB’s,” able to function 
without active assistance from Washington 
except in basic policy matters and in the in- 
stance of problems which are beyond their 
own resources. Each regional director will 
now be known as a “regional chairman,” and 
within his own area his job will roughly paral- 
lel that of the WPB chairman. 

The position of deputy vice chairman for 
field operations was abolished, since the re- 
gional chairmen will work directly with the 
operations council. 


Utility Order Changed 


wo changes in the basic utilities order, 
U-1, were made on September 24th by 
the War Production Board. Most important 
was the change in rating from AA-1 to AA-3 
for replacement of inventory of supplies used 
to construct lines to consumer premises to 
bring this rating in line with others for con- 
struction purposes. 


Rate Slash Eased in Argentina 


Ki ip Federal commissioner of Mendoza 
province on September 22nd modified a de- 
cree ordering a 25 per cent decrease in electric 
power rates, thereby affording a measure of 
relief to the Andes Electric Company, which is 
a subsidiary of the American & Foreign Power 
Company. 

The new regulation made the rate cut appli- 
cable only to commercial residential consum- 
ers. These represent 90 per cent of the com- 
pany’s customers, but they consume only 25 
per cent of its power. 

A company official said the modification im- 
proved the situation, although the loss of reve- 
nue still would be considerable. 


A decree affecting another American & For- 
eign Power subsidiary in Buenos Aires prov- 
ince was suspended last month pending fur- 
ther investigation. The company had contend- 
ed the decree would have caused it to operate 
at a loss. 


Gas Pipe Line Voted 


| Saami war production centers were recent- 
ly bulwarked against a natural gas short- 
age in the winter of 1944-45 as a result of the 
Federal Power Commission’s approval of a 
“Big Inch” pipe line tapping reserves in south- 
ern Texas. 

Spurred by warnings of diminishing sup- 
plies in the West Virginia-Kentucky producing 
area, the FPC on September 21st announced 
it would issue a certificate to the Tennessee 
Gas & Transmission Company—a newcomer in 
the gas industry—to build a 1,228-mile, $47,- 
500,000 line from Corpus Christi, Texas, to 
Cornwell Station, West Virginia. 

The new supply, estimated at 207,000,000 
cubic feet daily, is intended for distribution 
in Ohio, Pennsylvania, and New York. 

Still unsettled at the time was the fate of a 
rival application by the Hope Natural Gas 
Company of West Virginia, which had asked 
the commission to approve a 1,140-mile line 
from the Hugoton fields in southwest Kansas 
to its distributing terminal at Cornwell. 

The commission acted speedily in approving 
the Tennessee Company’s application, beating 
by nine days the deadline of October Ist set by 
the War Production Board for the placement 
of orders for 215,000 tons of steel required for 
the line. It was believed the Hope Company 
was eliminated by announcement of the War 
Production Board that it would issue ma- 
terials priorities for only one line. 

Opponents of the proposed line, led by coal 
and railroad interests, challenged the pro- 
ceedings on the ground that the commission 
surrendered its powers by accepting the WPB 
decision as to the pipe line’s necessity. 

The proposed line is intended to provide ad- 
ditional gas supplies for distributing com- 
panies of the Columbia Gas & Electric Com- 
pany system and for distributing units affili- 
ated with the Hope system. Columbia com- 
panies serve Cincinnati, Columbus, and other 
central Ohio communities, while Cleveland, 
Akron, Youngstown, Pittsburgh, and other 
areas in northern Ohio and western Pennsyl- 
vania are served by the Hope affiliates. 


Arkansas 


Power Contract Held Up 


J ig aacepiny between the city of Little 
Rock and Arkansas Power & Light Com- 
pany concerning renewal of a contract for pur- 
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chase of power by the city for redistribution 
reached a stalemate, Mayor Neely said re- 
cently. 

The city was seeking a lower rate and 
hoped to bind itself to a shorter-term contract 
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than the 30-year agreement which expired 
October Ist. 

Mayor Neely would not confirm a current 
rumor that the city would install its own plant. 


What action would be taken if no agreement 
was reached by October Ist was not revealed. 
A large part of the city’s revenue is derived 
from the sale of power. 


California 


Approve Bond Issue 


pF procs in Imperial valley last month ap- 
proved an Imperial Irrigation District $6,- 
000,000 power bond issue to finance purchase of 
the California Electric Power Company’s 
properties in Imperial and Coachella valleys. 
About 31 per cent of the district’s registered 
vote was cast, with 1,862 ballots favoring the 
issue and 991 opposing it. 

Of the entire issue, $4,900,000 is for the pur- 
chase price of the properties. Other allot- 
ments are: preliminary expenses, $70,000; 
consolidation of improvements in the district’s 
present power system and acquired properties, 
$750,000; additions and betterments of the 
combined system over a 3-year period, $205,- 
000; investigations and designs for the power 
plant, $75,000. 

The district was scheduled to take over the 
new properties on October 5th. 


President Acts in Transit Crisis 


= Roosevelt on September 23rd cre- 
ated a special emergency board drawn from 
the National Railway Labor Panel to handle 
the wage dispute affecting employees of the 
— Electric Railway Company of Los An- 
geles. 

Under the executive order setting up the 
board, it was directed to file a report on or 
before October 15th, and Fred M. Vinson, 


Director of Economic Stabilization, was noti- 
fied to act on it within ten days thereafter. 

Pacific Electric workers voted to strike on 
September 24th. They charged Mr. Vinson 
had given the dispute “run-around” treatment. 

The strike was terminated on September 26th 
after 1,500 members of the Brotherhood of 
Railway Trainmen, heeding appeals of their 
leaders, voted to end the walkout. Service on 
the company’s lines was halted two days. 

A strike was threatened in July when the em- 
ployees’ demand for a 13-cent hourly wage in- 
crease was disapproved by Mr. Vinson. Mr. 
Roosevelt averted it then by promising speedy 
action, and Mr. Vinson later named a com- 
mittee to study the transportation wage struc- 
ture in the Los Angeles area. 

The special board would be composed of 
three members, the President said, to be select- 
ed by him. They shall report to him, he added, 
“what if any wage adjustments for employees 
of the Pacific Electric Railway Company... 
should be made, within the limitations of the 
[Stabilization] Act of October 2, 1942, and the 
executive orders and directives issued there- 
under.” 

He said the board report should be patterned 
after proceedings of the emergency board 
which reported to him last spring on the same 
dispute. It should also be based on relevant 
material in the so-called Maris report filed 
_— the Railway Labor Panel on September 

th. 


Colorado 


Gas Funds Loaned Uncle Sam 


| boing ai of upward of $3,000,000 of 
court-impounded funds—money lying idle 
pending outcome of the Denver natural gas 
cases—in war bonds was agreed to recently. 

The gas rate cases, appealed to the Tenth 
Federal Circuit Court from an order of the 
Federal Power Commission for cuts in whole- 
sale rates on gas brought to Colorado and 
Wyoming from Texas fields, had been sched- 
uled for argument September 14th. 

Senior Circuit Judge Phillips announced 
from the bench shortly after court opened 
that arguments would be heard that afternoon 
and then presented to attorneys for their con- 
sideration the proposal that the impounded 
funds held by the clerk of the court in the First 
National bank be invested in war bonds. 
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Numerous prominent attorneys interested in 
the rate cases held a consultation and all agreed 
that use of the idle money to further the war 
effort through purchases of short-term securi- 
ties was a wise policy and would have no effect 
on the outcome of the litigation. 

One of the cases up for argument was that 
of the Colorado Interstate Gas Company, 
which brings gas from Clayton, New Mexico, 
to Denver for sale to the Public Service Com- 
pany of Colorado and to other distributors, 
including the Pueblo Gas & Fuel Company and 
the city of Colorado Springs. 

The other case involves the Canadian River 
Gas Company, which produces gas in the Texas 
Panhandle field and sells to the Interstate 
Company. 

The third gas rate case involved the Colo- 
rado-Wyoming Gas Company. 
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Illinois 


Transit Plan Barred 


PLAN for reorganization of the Chicago 
A Surface Lines as a separate entity and its 
removal from receivership, which has been sub- 
mitted to Federal District Court Judge Igoe, 
was recently opposed by Mayor Edward J 
Kelly. Mr. Kelly asserted that unless the re- 
organization included unification with the Chi- 
cago Rapid Transit Company (elevated) lines 
the city would refuse to issue a franchise. 


The separate reorganization proposal was 
made by a committee of lawyers named by the 
Federal court, and attorneys for groups hold- 
ing first mortgage bonds of the surface lines 
urged adoption of the plan. Henry F. Teney, 
representing the bondholders, said it would be 
a step toward consolidation with the elevated 
lines and indicated that under the proposed 
setup the streetcar company would be able 
financially to acquire the “El” for operation 
either by purchase or lease. 


¥ 


Indiana 


Asked to Review Light Bill 


A REQUEST that the state public service com- 
mission consider the city’s light bill in its 
study of the rates charged by the Indianapolis 
Power & Light Company was made recently 
by Mayor Robert H. Tyndall of Indianapolis. 

Mayor Tyndall said he had written the com- 
mission, pointing out that the city’s light bill of 
$416,754.46 was a large item in the expense of 
the municipal government and that any reduc- 


tion that could be effected would benefit tax- 
payers. The mayor said he had not taken any 
action about the commission’s current investi- 
gation of the fares charged by Indianapolis 
Railways, Inc. He said he favored a uniform 
system of fares and transfer charges. He said 
he had expressed this opinion at a recent con- 
ference with Harry Reid, president of the rail- 
way company, who told him officials of the 
company also believed a uniform fare to be 
the best. 


lowa 


Franchises Approved 


Wee voters in a special election last 
month approved extension of two Water- 
loo, Cedar Falls & Northern railway fran- 
chises for operation in Waterloo. 


On the proposed renewal of the interurban 
-and street railway franchise for twenty-five 
years, the vote was 1,098 “yes” and 32 “no.” 

On the question of renewing the bus fran- 
chise for ten years the vote was 1,119 “yes” 
and 29 “no.” 


> 


Kansas 


State Faces Gas Shortage 


HZ L. EAsTMAN, engineer for the Cities 
Service Company, testified last month at 
a special Senate committee hearing inquiring 
into the fuel supply situation in the Kansas 
area that his company would fall 10,000,000,000 
feet short this winter of supplying customers. 

Gas customers would need to use 180,000 tons 
of coal and 800,000 barrels of fuel oil to over- 


come the gas shortage, Eastman added. He 
said the company failed by 3,500,000,000 of 
supplying its customers with gas last winter. 

Eastman said his shortage forecast was based 
on the period from October Ist to January 31st, 
after which date the company expected the 
Hugoton line to be in operation. 

“There have been 250 to 400 coal truck mines 
closed in the last three years in Missouri and 
Kansas,” Senator Clyde M. Reed said. 


Kentucky 


power and water systems it operates in Frank- 
fort are municipally owned, the state public 
service commission lacks jurisdiction over 
rates charged consumers. 
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Lacks Jurisdiction 


TS Frankfort electric and water plant 
board recently declared that, because the 
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The state commission had ordered a rate 
adjustment or a hearing by September 20th 
when more than seventy suburban consumers 
complained in a petition that rates established 
by the board for rural consumers were higher 
than rates set for city consumers. 

The board on September 17th answered the 
petition, citing its jurisdictional contention, 
and denying the protestants’ charge that the 
suburban rates are discriminatory. 

T. B. McGregor, commission member, indi- 
cated a hearing on the jurisdictional question, 
which necessarily must precede consideration 
of the rate issue, would be scheduled in the 
near future. 

When the city on August 20th took control 
of the utilities, which it bought from Tri-City 
Utilities Company for $1,200,000, it lowered 
electric rates about 15 per cent on the average 
and decreased the average water rate slightly, 
effective with October bills. 

The suburbanites protested that, under the 


new schedule, they are charged $1.25 for the 
first 20 kilowatts of electricity a month, while 
city users pay $1, and that the minimum rural 
monthly water bill is $1.80 compared with $1.20 
in the city. The board maintains the “slight 
differential” between rural and city rates repre- 
sents a “service charge to defray somewhat 
higher costs of operation and maintenance in 
the outlying districts.” 

Distribution of $59,040 among Frankfort 
electric consumers after deduction of a $1,000 
attorney’s fee was ordered by Circuit Judge 
W. B. Ardery on September 20th. The fund is 
to be apportioned among some 4,000 consum- 
ers who paid bills between December 1, 1942, 
and August 1, 1943. It represents money set 
aside under Judge Ardery’s order after the 
public service commission’s 22.3 per cent rate 
cut order was appealed by the Kentucky-Ten- 
nessee Light & Power Company, which owned 
the Frankfort system at the time the rate issue 
was raised. 


Nebraska 


Fail to Agree on Power Vote 


DIFFERENCE of opinion between Mayor Wes 
Trail and Finance Commissioner F. E. 
Ziegenbein, who make up Nebraska City’s 2- 
man council, last month resulted in no vote on 
a proposal to reopen the city’s condemnation 
suit against Consumers Public Power District. 
Ziegenbein proposed that the city go ahead 
with the suit, declaring “We'll be sitting here 
high and dry while other towns go ahead.” 
Mayor Trail took an opposite view, declar- 


ing “It would cost a lot of money. It doesn’t 
seem to me, in view of the election, that people 
want to buy it. I wouldn’t be in favor now.” 

“Then you aren’t for municipal ownership?” 
asked Ziegenbein. 

“Not at the present time,” replied the mayor. 

Commissioner Ziegenbein made a motion to 
reopen the suit, but the mayor said he could 
not second it. As a consequence no vote was 
taken. The city turned down a proposal to pur- 
chase Consumers’ distribution system at the 
last election. 


New York 


Utilities Should Save Cash 


HE state public service commission indi- 

cated last month that unless the public util- 
ity companies conserve their war-time profits 
for nostwar improvements, it would reduce 
rates and charges for the public benefit. 

The commission revealed its stand in an 
announcement ordering Triple Cities Traction 
Corporation of Binghamton to temporarily re- 
duce bus rates by about $90,000 annually. 
Permanent rates will be determined after the 
commission concludes its findings. The tem- 
porary rate was ordered by a vote of 3 to 1, 
with Chairman Milo R. Maltbie and Commis- 
sioners Maurice C. Burritt and George A. 
Arkwright affirming, and Commissioner Neal 
Brewster dissenting. 

In the majority opinion the commission 
stated that when the war is over or even be- 
fore, “if it is possible to secure additional 
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facilities to replace the substitutes which have 
been temporarily passed for operation and to 
replace equipment that is rapidly wearing out, 
utilities will need to have unusual amounts of 
cash. For such purpose it would be improper 
to issue additional securities.” 

The commission said that unless utilities con- 
serve their funds or improve their financial 
status by retiring securities outstanding, they 
will not have much needed cash and their finan- 
cial structure would be such that they could 
not be allowed to issue securities. 


Farms Lead in Use of Electricity 


HE state public service commission has 
permitted the new liberalized rural line 
extension plan of the Niagara Hudson system 
companies to become effective as of Septem- 
ber 24th, Earle J. Machold, president of the 
Niagara "Hudson Power Company, announced 
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recently. The plan, designed to complete the 
electrification of the system’s rural areas, will 
enable all customers, whose farms meet the re- 
quirements of the War Production Board, to 
obtain electric service by paying a minimum 
monthly charge of 

Rural electrification has made more rapid 
progress in New York during the past thirteen 
years than in the entire previous history of the 
state, if the rate of growth within the terri- 
tory served by the Niagara Hudson system 
may be accepted as a criterion, and well it 
may, for this area contains 68,000 of the state’s 
153,000 farms listed in the 1940 census. 

To illustrate the extent of this development, 
the Niagara Hudson Power system has made 
public a set of comparative figures showing 
the expansion of its farm business between 
1929 and 1943, 1929 being selected because that 


FPC Denies Hearing 


HE Federal Power Commission last month 
"lao a petition of the Cities Service Gas 
Company of Bartlesville for a hearing of an 
FPC interim order directing the company to 
establish wholesale rates which would effect a 
$4,500,000 cut under 1941 operating revenues. 

The order was issued last August and was 
to be effective September Ist. An FPC in- 
vestigation which is still incomplete resulted 
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Oklahoma 





was the year when the separatelv operated com- 
panies in the area were merged into a single 
coérdinated system. 

These individual companies had fewer than 
20,000 rural customers in 1929, as compared 
with the system’s 51,000 last year. Moreover, 
the 1929 customers apparently used electric 
service for a very limited number of purposes, 
for their total purchases were only 11,000,000 
kilowatt hours, while last year the total was 
84,000,000, an increase of 663 per cent. 


Commission Continues Inquiry 


4 i state public service commission on 
September 17th insisted upon continuing 
investigation of a proposed reconsolidation of 
the Niagara Hudson system’s gas and electric 
companies despite a protest. Hearings begun 
on September 15th were adjourned until Octo- 
ber 11th, after the commission had overruled 
an objection by Randall J. LeBoeuf, counsel 
for the system, that the commission had no 
jurisdiction to delve into original costs and 
cues accounting details, and that such a course 
might delay a reorganization for years, which 
would be_an injustice to some 115, 000 stock- 
holders—70,000 in New York state—from 
whom dividends are being withheld pending 
the reorganization. 

The reconsolidation plans were drafted after 
the Securities and Exchange Commission 
ordered, last September, dissolution of a 1929 
merger of Niagara Hudson’s two holding 
companies and six operating companies. 

Mr. LeBoeuf argued that sufficient direct 
evidence for the commission’s purpose had 
been introduced. The commission, however, 
held that the statute that he cited was per- 
missive and not mandatory, and that it had 
jurisdiction. 


in finding that the company’s rates were ex- 
cessive. 

The company has obtained from the tenth 
district court of appeals in Denver a stay of 
the FPC order until October 29th. The court 
ruled that if schedules are filed at that time 
their provisions will be retroactive to Septem- 
ber Ist. It was expected the company would 
seek a court order to review the entire case, a 
procedure which would probably effect another 
extension of the stay order. 


* 


Oregon 


Utility Accuses Federal Agency 


ganization plans for Portland Electric Power 
Company, under Chap. X of the Bankruptcy 


Oo argument before the Securities and Act, developed recently into charges that the 


Exchange Commission on several reor- 
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to “beat down” the value of the assets of Port- 
land General Electric, in order to acquire it 
itself. Portland General Electric is a subsidiary 
of Portland Electric Power. 

The charge, made by Ralph H. King, coun- 
sel for the independent trustees of Portland 
Electric Power, which has two plans up for 
consideration, after C. G. Davidson, counsel 
for Bonneville, urged the commission to ex- 
amine carefully the company’s earnings to de- 
termine how long they may continue in de- 
termining the capital structure for a reor- 
ganized company. 

Mr. Davidson charged that Portland Gen- 
eral Electric is making “excessive” profits on 
the energy purchased from the government 
through Bonneville, and called attention to 
testimony during the proceedings by Dr. Paul 
J. Raver, Bonneville Administrator, to the 
effect that a rate reduction of $1,000,000 by 
Portland General Electric was due. He also 


pointed out that Bonneville, which has a con- 
tract to furnish one-third of Portland General 
Electric’s energy, actually was supplying more 
than 50 per cent. 

Bonneville has been serving Portland Gen- 
ae Electric under a 1-year contract signed in 

Mr. King, in replying to the Bonneville at- 
torney’s charges, declared that the Bonneville 
Administrator “has had his eye on this prop- 
erty for some time, and still has.” 

Administrator Raver, at the conclusion of a 
congressional hearing in Portland last month, 
declared that privately owned utilities should 
not be permitted to stand in the way of a gov- 
ernment-operated central power system in the 
Columbia river drainage area. 

Dr. Raver urged that the dams be added to 
the existing Bonneville-Grand Coulee circuit 
to permit low-cost Federal hydroelectric power 
over the widest possible area. 


Pennsylvania 


Invests in Bonds 


i tps Pennsylvania Power & Light Company 
is participating in the United States Gov- 
ernment Third War Loan campaign by buy- 
ing $1,500,000 of government bonds. This pur- 


chase will be credited to the various counties 
in which the company serves on a pro rata 
basis. 

The power company in making its purchase 
in this way seeks a fair distribution of the 
credit for the sale to territory it serves. 


Texas 


Negotiating Sale of Facilities 


HE Engineers Public Service Company has 

contracted to sell its holdings of 99.9 per 
cent of the common stock of the El Paso Elec- 
tric Company (Delaware) to the city of El 
Paso for $6,947,000, plus certain net current 
assets and adjustments to the date of closing, 
which may run close to $2,000,000, it was re- 
ported recently. 


An election was scheduled to be held in El 
Paso on October 9th to vote on the transaction, 
which also is subject to approval of the direc- 
tors of Engineers Public Service Company. It 
it anticipated that the contract will be closed 
December Ist if necessary approvals are given. 

The El Paso (Delaware) concern is a hold- 
ing company and owns all the common stock of 
El Paso Electric Company (Texas) and all 
capital stock of El Paso & Juarez Traction. 


& 
Utah 


Defends Rate Cut 


genni rates that produce such excess earn- 
ings as realized by the Utah Power & 
Light Company during 1942 and 1943 are 
“unreasonable,” the state public service com- 
mission could perform its legal duty only by 
ordering them cut, George S. Ballif of Provo, 
commission chairman, declared recently in de- 
fending the action against charges of “sever- 
ity” leveled on September 11th by George M. 
Gadsby, company president. 

Rate reductions ordered by the state com- 
mission add to difficulties and cost of refinanc- 
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ing the Utah Power & Light Company and 
may wipe out payment of dividends to pre- 
ferred stockholders, Mr. Gadsby asserted. He 
said the company could not have paid pre- 
ferred stock dividends in the prewar period, 
when taxes and operating costs were lower, 
“Sf the rate reduction ordered by the commis- 
sion had been in effect.” 

As ordered by the commission, an over-all 
reduction of $1,500,000 in rates charged by 
the company was scheduled to take effect Octo- 
ber Ist. The commission subsequently post- 
poned the effective date to October 15th to 
afford opportunity for a public hearing, 


520 





‘The Latest 
Utility Rulings 


Reproduction Cost Excluded and War Taxes 
Allowed in Rate Case 


fb Utah commission, in ordering 
an electric rate reduction, regarded 
evidence of reproduction cost as “unreli- 
able, fanciful, unrealistic, unfair, unsci- 
entific, and inherently fallacious.” The 
doctrine of fair value, the commission 
held, is not imbedded or in any way 
founded in the statutory law of the state. 

Evidence as to trended or translated 
investment was also considered unreli- 
able in fixing the rate base. The com- 
mission said: 


It is well known that labor and material 
prices have varied considerably during the 
past thirty years. A far more important and 
significant fact is that labor and material are 
more efficient and effective today than ever 
in the past. What weight should be given to 
a study which purports to reflect the change 
in the purchasing power of the utility con- 
struction dollar but which gives no considera- 
tion to such facts that today’s dollar will con- 
struct a plant which produces a kilowatt 
hour of energy from one pound of coal in- 
stead of three pounds of coal? All that this 
theory indicates is that the older the plant 
is the more its value has appreciated, which 
is in conflict with the known facts regarding 
obsolescence and changes in the art of the 
industry. 


Referring to its decision on property 
transfers in Re Utah Power & Light Co. 
(1943) 49 PUR(NS) 193, where it was 
concluded that there was no excess of 
system cost over original cost of a trac- 
tion company to the Utah Company, the 
commission declared that a proposed 


“write-up” represented an allocation 
based on and supported by earning power 
of the electric business. There was in- 
volved an amount which the company 
claimed was paid by the system to gain 
control of an operating utility. The com- 
mission continued : 


By what process of reasoning can it be 
asserted that the ratepayers should be 
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charged with return and depreciation on such 
an excess which represents capitalized earn- 
ings? Why should any ratepayer be penal- 
ized simply because a holding company de- 
sired “more than anything else” to gain 
control of an established, operating utility 
system? We are firmly convinced that any 
amount paid to gain control of an operating 
system, clearly identified as capitalized earn- 
ings, should not be included in the rate base. 


A construction company profit was ex- 
cluded as an intercompany profit “col- 
lected by a paper corporation formed 
merely to act as a billing device to extract 
fees from associated companies.” Pre- 
ferred stock expense was held to be in- 
appropriate and improper in the rate 
base. 

Either the compound interest or sink- 
ing-fund depreciation method, said the 
commission, may be used in rate making. 
The commission, after describing these 
methods, found that for rate-making 
purposes the sinking-fund depreciation 
method was fair and equitable when the 
sinking-fund interest rate is the same as 
the rate of return. It decided to use the 
6 per cent sinking-fund depreciation 
method with an undepreciated prudent 
investment rate base because of its 
adaptability to rate making. 

Allowance was made for all of the com- 
pany’s taxes, though the commission 
recognized that there are authorities who 
believe that some part of current abnor- 
mal war taxes should be borne by the 
utilities as their contribution to the war 
effort. Disallowance of a portion of tax 
expense, said the commission, would 
have the effect of reducing the rate of 
return allowed. The commission con- 
cluded that a rate of return of 6 per cent 
was fair and liberal. 

Allowance was made for amortization 
of rate case expenses, representing ab- 
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normal operating costs, over a 10-year 
period. Annual depreciation expense was 
computed on cost of plant rather than 
fair value. A claim for excess profits 


e 


Recapitalization on Earning Power Basis 
To Exclusion of Reproduction Cost 


PLAN submitted to the Securities and 

Exchange Commission by Southern 
Colorado Power Company for recapitali- 
zation, pursuant to § 11(e) of the Hold- 
ing Company Act, was held to be entitled 
to approval if certain amendments 
should be filed. The present distribution 
of voting power among security holders 
was concededly repugnant to § 11(b) (2) 
of the act. 

The commission saw no possibility 
that the income of the company would 
ever reach the amount necessary to pay 
the annual dividend requirements on 
Class A stock after paying interest and 
current preferred dividend requirements. 
Therefore, it ruled that no participation 
for Class B stock was justified. It did 
find a basis, however, for a 5 per cent 
participation by Class A stock, taking 
into consideration the fact that there is 
always a margin of error inherent in any 
estimate of earning power. Commission- 
er Healy, in a dissenting opinion, ex- 
pressed the view that Class A stock 
should also be eliminated without partici- 
pation. 

Adhering to its position taken in other 
cases, the commission ruled that earning 
power is the basis for recapitalization. 
Evidence of reproduction cost was re- 
jected with the statement: 


There was no error in the exclusion of the 
proffered reproduction cost evidence in the 
absence of any attempt to show the relevance 
of such evidence to the determination of 
earning power. 

In any event, we find it hard to believe 
that anyone would pay any attention for any 
purpose to the kind of estimate which was 
offered here. In that estimate an attempt was 
made to determine the reproduction cost as 
of April 30, 1937, of the very items of physi- 
cal property which Southern Colorado now 
owns. But no one in his right mind would 
think of reproducing, either in 1937 or at 
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taxes as part of the cost of service was 
rejected. Public Service Commission v, 
Utah Power & Light Co. (Case No. 
2612). 


the present time, the obsolescent, small, and 
inefficient generating units owned by South- 
ern Colorado instead of erecting a modern 
generating plant or plants to produce power. 
Nor, we think, would anyone be likely to re- 
create the street railway system if starting 
afresh to furnish a transportation system; 
certainly he would not produce the tracks 
which Southern Colorado laid in a part of 
the city that never developed. It is difficult 
to see the significance of a cost-of-reproduc- 
tion estimate which deals with the cost of 
reproducing facilities which no one would 
ever reproduce. 


Projections into the future which as- 
sume that revenues in war time are likely 
to persist after the war and that at the 
same time taxes will return to the 1939 
level were called unwarranted. The com- 
mission believed that substantial recogni- 
tion must be given to the prewar level of 
operations as an indication of probable 
postwar levels. Moreover, it was said, 
the income resulting from prewar levels 
of operations must be adjusted for pur- 
poses of estimating postwar levels to re- 
flect possible postwar levels of taxes. 

Voting power, the commission held, 
cannot be equitably distributed merely by 
conferring it upon senior securities and 
leaving outstanding junior securities 
with little or no equity or voting power; 
voting power can be fairly and equitably 
distributed only by a recapitalization 
which will bring about a balanced capital 
structure. A plan which distributes vot- 
ing power in proportion to stock inter- 
ests, the commission held, does not pro- 
vide for fair and equitable distribution 
of voting power unless the debt of the 
corporation is sufficiently protected so 
that creditors do not bear the speculative 
risk of the enterprise. 

Accounting adjustments were held to 
be necessary because the corporate bal- 
ance sheet contained an excess of book 
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cost over original cost of utility plant. 
Some of the property was termed obso- 
lete and usable only as stand-by equip- 
ment. Part of the property had been re- 
tired without retirement of any portion 
of the excess. 

Because the balance sheet carried a 
street railway property substantially at 
original cost with little or no retirement 


reserve applicable thereto, which proper- 
ty averaged approximately twenty years 
of age and operated at a loss after de- 
preciation, the commission held that the 
property should be written down on the 
books to a figure representing its value 
on a liquidation-in-operation basis. Re 
Southern Colorado Power Co. (File Nos. 
54-55, 59-51, Release No. 4501). 


e 


Suit to Test City Power to Acquire Assets Not 
Ground for Delaying Approval of Sale 


N application by Southwestern Pub- 

lic Service Company and by a pro- 
posed purchaser of its property for ap- 
proval of a transfer of assets was granted 
by the Securities and Exchange Commis- 
sion over an objection by the city of 
Helena to imniediate disposition of the 
proceeding. The city requested that a 
decision be deferred until such time as it 
might determine whether it wishes to 
purchase the physical properties under- 
lying the securities involved and shall 
have obtained a judicial determination 
as to its power to issue revenue bonds in 
connection with such acquisition and 
shall have otherwise placed itself in a 
legal position to effect the acquisition. 


The commission, referring to its ruling 
on a similar request in Re United Gas 
Improv. Co., Release No. 4384, June 28, 
1943, found no justification for delaying 
decision on a transaction for which au- 
thorization was sought and which had 
already been formulated at considerable 
expense. 

Mention was made of the risk of 
upsetting it and a consequent loss to 
the parties involved. Moreover, in the 
immediate case a tax loss to the investors 
of Southwestern would be involved if the 
sale were not consummated within the 
present fiscal year. Re Southwestern 
Public Service Co. et al. (File No. 70- 
772, Release No. 4526). 


e 


Manufacturing Company Furnishing Steam 
To Gas Utility Not a Public Utility 


HE New Hampshire Supreme Court 

ruled that Monadnock Mills, Inc., is 
not a public utility within the meaning 
of the statute relating to public utilities 
and therefore not subject to the jurisdic- 
tion of the commission. This ruling was 
made in a case in which the Claremont 
Gas Light Company sought to compel the 
manufacturing company to continue 
steam-heating service. 

Steam had been furnished during cer- 
tain periods, the last period beginning in 
1935. Monadnock Mills had never solici- 
ted the sale of steam by advertisement or 
otherwise, and on several occasions had 
refused to furnish steam to a local laun- 
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dry. It had never filed any rates or re- 
ports with the commission, nor had it 
sought or obtained any franchise to en- 
gage in business as a steam public utility. 

Service to the public without discrimi- 
nation, the court pointed out, is one of the 
distinguishing characteristics of a pub- 
lic utility. Except as modified by statute, 
it is the general rule that unless a person 
has publicly professed his readiness to 
perform a particular service, he is under 
no duty to render that service to all who 
request it. 

The charter of Monadnock Mills does 
not authorize it to engage in the business 
of a public utility, nor does it confer the 
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power of eminent domain. The company 
does not operate any plant or equipment 
or any part of the same for the manu- 
facture of gas for the public. The steam 
which it generates is furnished to the 
utility company, on which alone devolves 
the duty of public service. 

A statutory provision relating to the 
generation, transmission, or sale of elec- 
tricity ultimately sold to the public having 
reference to electricity only, said the 
court, is not to be inferentially extended 
to the other services subject to commis- 
sion control. But even if it were so 


extended, it would not apply to this 
situation, since the steam which the com- 
pany generates is not ultimately sold to 
the public and no gas is manufactured by 
it at all. 

The circumstances of the case did 
not bear out a contention that the 
manufacturing company by “‘its partici- 
pation in the manufacture of gas” dedi- 
cated its property to the public use. It 
furnished no gas after 1905, when it dis- 
posed of facilities used for that purpose. 
Claremont Gas Light Co. v. Monadnock 
Mills, Inc. 32 A(2d) 823. 


e 


Commission Has Jurisdiction over Rates 
For Service to City-owned Facilities 


—— and petition to dismiss a 
proceeding for the establishment of 
rates covering electric service to munici- 
pally owned facilities on bridges, via- 
ducts, and highway projects in the city of 
Pittsburgh was denied by the Pennsyl- 
vania commission. The fundamental is- 
sue appeared to be whether or not a 
municipality is entitled to a lower rate 
for municipal lighting by reason of its 
ownership and maintenance of the light- 
ing facilities. 

The company, which had filed the de- 


murrer and petition to dismiss, has on file 
rates covering municipal lighting service 
to certain municipally owned facilities. 
It was understood that the city asserted 
that the rates were unreasonable because 
they gave no credit for city ownership or 
maintenance. Determination of the issue 
of reasonableness of existing rates, the 
commission held, either in amount or ap- 
plication is a matter fully within the com- 
mission’s jurisdiction. City of Pitts- 
burgh v. Duquesne Light Co. (Complaint 
Docket No. 13683). 


e 


Cannot Convert Separate Local Services 
Into Through Service 


MOTOR carrier having certificates 
authorizing service between Denver 
and Akron and between Akron and 
Sterling was denied authority by the 
Colorado commission to transport freight 
between Denver and Sterling on the basis 
of through rates computed via the short 
route between those cities instead of the 
longer routes passing through Akron. 
The applicant contended that his cer- 
tificate constituted one line. The com- 
mission said that while not determina- 
tive of the question involved, it did not 
agree. It thought that the applicant was 
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seeking to do indirectly, by establishing 
a through rate, what it could not do di- 
rectly—that is, convert a local service op- 
erated under two separate certificates in- 
to a through service. The applicant was 
not endeavoring to establish a joint 
through rate. 
The commission said: 

What he is trying to do is to institute a 
transportation service between Denver and 
Sterling by his own truck line which is in 
competition with duly certificated truck lines 
operating over the short route. He is at- 
tempting to establish a local route by his own 
lines by means of a through rate which is 
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merely another way of stating that he is 
proposing to combine the operations from 
Denver to Akron, and from Akron to Ster- 
ling by eliminating the terminal at Akron 
from both operations. In effect, he is at- 
tempting to change one of the termini of 
each of the existing certificates, and to con- 
vert two separate routes into one. Before 
an order can issue granting such through 
service, we must find that public convenience 
and necessity require it. 


As to a statute requiring the establish- 


7 


ment of through routes and reasonable 
rates, the commission said that were these 
two operating rights owned by separate 
owners, the statute might require the es- 
tablishment of a through route, but that 
the section does not in any way require 
the establishment of a through rate. The 
word “through” was held to modify 
“routes,” not “rates.” Re Woods Truck 
Line (Application No. 1436-AB et al. 
PUC No. 300, Decision No. 21234). 


FPC Orders Accounting Entries for 
Intercompany Profits 


N a proceeding relating to a reclassi- 

fication of accounts of the Utah 
Power & Light Company the Federal 
Power Commission ordered the exclu- 
sion from plant accounts of various 
items not acceptable as bona fide cost. 
Excesses of costs recorded on the books 
of the company over the bona fide cost 
to affiliated transferors were viewed as 
a write-up. The commission said: 


Here there was no exercise by the direc- 
tors of Light Company of independent judg- 


ment. There were really no transactions and 
the pretended transfers were mere shams. 
In fact, it was no more than Bond and Share, 
through various controlled subsidiaries, deal- 
ing with itself. There did not exist two 
separate and independent parties, one en- 
deavoring to obtain the lowest and the other 
the highest price for the properties, with 
each in a position to protect to the fullest its 
own interests. Obviously, such increases rep- 
resent write-ups having no place in the plant 
accounts. 


Re Utah Power & Light Co. (Opinion 
No. 99, Docket No. IT-5839). 


e 


Authority Not Required for Transportation 
By Dealer 


A application for authority to ope: 
ate motor vehicles as a common car- 
rier for the transportation of coal was 
denied by the Pennsylvania commission 
on the ground that the applicant was not 
a public utility and therefore the com- 
mission had no jurisdiction. The evi- 
dence necessitated a conclusion that the 
applicant was a bona fide coal dealer who 
during the course of his business activity 
must carry coal. 

The commission, describing the opera- 
tions upon which this conclusion was 
based, said: 

The proof shows that the carriage of coal 
is integral and incidental to his business of 
buying and selling coal. The genuineness of 
his operations cannot be questioned because 
his unrefuted testimony shows that he owns 
and operates his truck for the purpose of 
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hauling coal from collieries in certain coun- 
ties to points in other certain counties. He 
purchases the coal at the mines in his own 
name and hauls it, for the purpose of resale, 
either to his customers or to a storage yard 
which he maintains at Green Lane, Pennsyl- 
vania. At this place he maintains a scale and 
place of business. He advertises the business 
and possesses a mercantile license. Usually, 
20 to 30 tons of coal are stored in his coal 
yard. 

This business he has conducted for the 
past three years. 


Re Downing (Application Docket No. 
60987). 

A similar ruling was made in another 
case where the applicant was hauling 
coal, sand, and gravel. In this case it ap- 
peared that upon receiving an order for 
coal from a customer the applicant drove 
his truck to the mines, made a cash pur- 
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chase of coal at the mines, and then car- 
ried it in his truck to his customer’s bin. 
For this service he received a carrying 
charge in addition to the cost of the coal. 
He also bought sand and sold it to cus- 


tomers. The commission said he was, in 
fact, carrying his own property. Chair- 
man Siggins and Commissioner Thorne 
dissented in the latter case. Re Smith 
(Application Docket No. 61170). 


e 
Other Important Rulings 


HE Colorado commission denied a 

rehearing in Nightingale v. San Mi- 
guel Power Asso. (1943) 48 PUR(NS) 
173, where it had held that a power as- 
sociation was a public utility, but modi- 
fied its order dismissing the complaint. It 
held that the complaint should not have 
been dismissed in its entirety as the com- 
mission did make an affirmative finding 
on public utility status which, in effect, 
justified the filing of the complaint. 
Nightingale v. San Miquel Power Asso. 
(Decision No. 21239, Case No. 4809). 


The Colorado commission held that a 
complaint of discriminatory discrepancy 
between carrier rates from different ori- 
gins and to common destinations should 
be dismissed where none of the carriers 
involved could by its individual action 
eliminate the so-called discrimination by 
raising the rate from one origin, lower- 
ing the rate from another origin, or alter- 
ing both rates, since no single carrier 
served both points and the record did not 
justify a lowering of one rate nor an in- 
crease in the other rate. Smith (C. D.) 
Drug Co. v. Denver & R. G. W. R. Co. 
(Case No. 4904, Decision No. 21181). 


The Missouri commission, in author- 
izing the abandonment of a station 
agency, required the employment of a 
caretaker even though operation of the 
station by that method might result in a 
loss. This requirement was based on war 
needs. Re Atchison, T. & S. F. R. Co. 
(Case No. 10,118). 


A Federal court held that the Inter- 
state Commerce Commission has authori- 


ty to authorize abandonment of an inter- 
urban electric passenger line operated as 
part of a general steam railroad system; 
that the fact that the line was electric 
and furnished only passenger service and 
could not run over the remaining tracks 
of the system did not preclude a showing 
that it was in fact operated as part of the 
general system coming within the juris- 
diction of the commission; and that the 
fact that a railroad company is generally 
prosperous does not preclude abandon- 
ment of a losing branch line. New York 
Public Service Commission et al v. 
United States et al. 50 F Supp 497. 


The Kansas City Court of Appeals 
held that where the Missouri commission 
had denied a certificate of convenience 
and necessity to operate a water system, 
granted a rehearing, and again denied the 
certificate, the circuit court could not re- 
view the order because no application for 
rehearing of the second order had been 
filed. The motion for rehearing after the 
first order, although sustained, did not 
relieve the applicant of the duty to move 
for a rehearing on the second order. 
State ex rel. Southwest Water Co. v. 
Public Service Commission et al. 173 
SW (2d) 113. 


Municipalities operating a utility may 
adopt ordinances making an owner of 
real estate liable for all charges for serv- 
ice and water supplied through connec- 
tions installed or maintained on the 
premises of the owner, according to a 
ruling of the supreme court of Ohio. 
Pfau v. City of Cincinnati, 50 NE(2d) 
172. 


Note.—The cases above referred to, where decided by courts or reculatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


City of Detroit 


Vv 


Detroit Edieon Company 


{D-1722.] 


Expenses, § 4 — Powers of Commission — Partial disallowance of taxes. 
1. The Commission has no power to limit operating expenses to a propor- 
tion of taxes imposed by Congress, p. 2. 

Return, § 16 — Right to earn. 
2. A regulated utility is entitled to earn a fair return upon the present 
value of the property devoted by it to public service, p. 3. 

Return, § 2 — What constitutes — Excess above cost of service — Taxes. 


3. Money that has been lawfully spent in rendering service constitutes no 
part of the fair return to which a public utility is entitled, and the dollar 
paid out for taxes is no more available as income and return than a dollar 
spent for labor or any other legitimate expense, p. 3. 


Expenses, § 114 — Income tax. 
4. All taxes, including income taxes, are a proper operating charge, p. 3. 


Expenses, § 69 — Depreciation reserve — Postwar adjustment reserve. 
5. Appropriations during wartime by an electric utility to depreciation re- 
serve and a postwar adjustment reserve should not be excluded from operat- 
ing expenses, p. 4. 

Return, § 87 — Electric utility. 
6. Rates of an electric company producing no more than 5 per cent on the 
rate base are reasonable, p. 4 

[1] 1 50 PUR(NS) 





MICHIGAN PUBLIC SERVICE COMMISSION 
Rates, § 197 — Unit for rate making — Separate departments — Electric and 


heating. 


7. Electric and steam-heating departments of a public utility company, when 
not physically interdependent one upon the other, should be treated as 


separate and distinct utilities, p. 4. 


Expenses, § 49 — Pensions — Noncontributory plan — Limitation as to high 


salaries. 


8. The cost of providing for a pension upon salaries or wages exceeding 
$3,000 a year should not, for rate-making purposes, be charged to operating 
expenses where a company establishes a noncontributory pension plan, but 
under this limitation a person receiving more than $3,000 a year may 
participate in the benefits of the plan only to the same extent as a person who 
receives not more than $3,000 a year, p. 4. 


[July 17, 1943.] 


ETITION by city on behalf of citizens and ratepayers to in- 

T sittaaie rates of electric company; dismissed. By order en- 

tered July 28, 1943, the Commission reserved jurisdiction to re- 

open the matter for the purpose of making retroactive the effect 

of any order which might be issued by the Commission be- 

cause of any exemption from or reduction in Federal taxes for 
the year 1943. 


By the Commission: On the 26th 
day of October, 1942, the city of De- 
troit filed with this Commission a 
petition asking for an order to show 
cause against the Detroit Edison Com- 
pany. We elected to treat the petition 
of the city as though it were in fact 
two petitions. 

So considered, the first petition was 
treated as one asking this Commission 
to fix a schedule of rates for the 
Detroit Edison Company to be ap- 
plied during the months of November 
and December, 1942. The second peti- 
tion was treated as one asking us to 
fix reasonable rates to be applied by 
the Detroit Edison Company as of the 
26th day of October, 1942, and for 
the reasonably foreseeable future. 

The first petition was dismissed by 
our order of December 4, 1942. In 
that order we expressly retained full 
authority to hear and dispose of the 
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second petition. We now conclude 
that the second petition should like- 
wise be dismissed. 

[1] In reaching this conclusion, 
we have given full consideration to all 
the evidence produced at the hear- 
ings before us and to the contentions 
of the parties. 

In its brief, the city of Detroit says: 

“The extent of the rate reduction 
to which the ratepayers of the De- 
troit Edison Company are entitled, 
is contingent to a large extent upon 
the determination as to what con- 
stitutes a proper and just proportion 
of taxes imposed by the 77th Congress 
which should be included as operating 
expenses for rate-making purposes.” 

And, in its reply brief, the city of 
Detroit says: 

“Tt is well recognized since 1923 
that all normal and surtaxes or what- 
ever the income tax may be called, 
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have been properly included as an 
operating expense and so determined 
by the courts.” 

Such statements postulate a power 
in this Commission to proportion 
taxes which it does not possess. 

Under the Federal income tax law, 
any industry can avoid taxes by mak- 
ing less money. However, a free 
exercise of this alternative would un- 
questionably lessen industrial activity. 
In order to avoid any part of the in- 
come tax, it is necessary for the 
revenue producer to give up a part of 
its income. 

[2-4] Under the laws of the state 
of Michigan, a regulated utility is 
entitled to earn a fair return upon the 
present value of the property devoted 
by it to public service. Money that 
has been lawfully spent in rendering 
service constitutes no part of such a 
return. The dollar paid out for taxes 
is no more available as income and 
return than a dollar spent for labor 
or any other legitimate expense. 

We have repeatedly stressed the fact 
that we are a statutory body and 
possess only the powers conferred up- 
on us by statute. We know of no 
statute giving us the power to for- 
bid a company the right to charge 
as an operating expense any tax law- 
fully incurred by it. Likewise we 
know of no statute giving us the pow- 
er to forbid such a company the right 
to so charge any part of the tax so 
incurred to operating expenses. 

We therefore find that all taxes are 
a proper operating charge and they 
will be so considered in determining 
the income of the company in this 
case. 

Such being our opinion in deter- 
mining whether or not the earnings 


of the Detroit Edison Company are 
excessive, we consider such earnings 
as are available to the company after 
the payment of income taxes. 

Analysis of petitioner’s Exhibit 94 
shows that its claims for an average 
rate base for the electric utility in 
1942 are as follows: 


$318,719,000 
54,143,000 


Net plant investment $264,576,000 
Working capital 7,000,000 


$271,576,000 


Tangible plant investment 
Deduction for depreciation reserve 


Rate base 


The electric utility earnings for the 
year 1942 as shown by the annual 
report of the company are as follows: 
Operating revenues 


$74,317,410.35 
Operating expenses $32,410,267.12 
Depreciation 9,495,930.00 
Amortization 
limited term util- 
ity investment .. 
Amortization of 
Utility plant 
acquisition ad- 
justment account 
Provision for post 
war adjustment . 


2,277.80 


124,954.75 


480,000.00 
19,160,692.11 
61,674,121.78 
Net operating revenue $12,643,288.57 
Adjustment 
Income tax acc 
included in pr ist, 550,000.00 
Actual 1942 income 
11,299,695.77 
250,304.23 


Income tax adjustment 


Adjusted net operating revenue $12,893,592.80 


This earning represents a rate of 
return of 4.75 per cent on a rate base 
recommended by the petitioner. 

Some contention was made by the 
petitioner that the earnings in 1943 
would be materially greater than in 
1942. However, the company showed 
that its expenses would be increased 
over and above the amount indicated 
by its 1942 operations because of the 
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Federal government’s requirement 
that it change from the 40-hour week 
to a 48-hour week with time and one- 
half pay for the extra eight hours; 
and because of the inauguration of a 
formal pension plan by the company. 
It is also recognized that the cor- 
porate income tax rates have not been 
definitely determined for 1943, and 
that the company’s net tangible plant 
investment will probably increase 
somewhat. When this has all been 
taken into consideration there does 
not appear to be any reason to believe 
that the rate of return in 1943 will 
be any greater than in 1942, even 
when calculated on the basis of 1942 
income tax rates. 

[5] It is recognized that in 1942 
and in the estimate of expenses for 
1943, the Edison Company has made 
large appropriations to depreciation 


reserve and a postwar adjustment re- 


serve. An alternate policy would be 
the reduction of rates to a point that 
would prevent the accumulation of 
such reserves. Under such a policy 
the financial ability of utility com- 
panies to meet the reconstruction 
problems that will follow the war 
would be in constant doubt. The 
ratepayers in many instances would 
find themselves in the position of en- 
joying unwarranted low rates at a 
time when they are most able to pay, 
and high rates in a subsequent period 
when they may be least able to pay. 
Such a condition is not consistent 
with good regulation, nor should it 
be permitted. 

[6] If the annual revenue of the 
company be computed upon the basis 
of a return of 5 per cent, the rate 


base would be the sum of $260,000,- 
000 or less than City Exhibit 94. We 
find that the present fair value of the 
properties of the Detroit Edison Com- 
pany, used and useful in its business 
as an electrical utility, is greater than 
the sum of $260,000,000. 

We find that rates for electrical 
service by the Detroit Edison Com- 
pany are reasonable rates. 

[7] Also involved in these pro- 
ceedings are two other questions. 
One relates to the plant of the Detroit 
Edison Company used by it to sup- 
ply steam heat to the public. The 
other relates to the pension plan of 
the company. 

The steam-heating system and the 
electrical system of the Detroit Edison 
Company are not physically inter- 
dependent one upon the other; and 
we are of the opinion that for the 
future they should be treated as sepa- 
rate and distinct utilities. 

[8] The proposed pension plan of 
the Detroit Edison Company is a 
noncontributory plan under which the 
entire cost will be charged to operat- 
ing expenses. We do not believe that, 
for rate-making purposes, the cost 
of providing for a pension upon 
salaries or wages exceeding $3,000 per 
year should be so charged to operating 
expenses. Under this limitation, a 
person receiving more than $3,000 
per year in wages or salaries may 
participate in the benefits of the pen- 
sion plan, but only to the same extent 
as a person who receives not more 
than $3,000 per year. The estimate 
of 1943 earnings referred to in this 
order has been made on this basis. 

The petition of the city is dismissed. 
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Re Eastern Indiana Gas Company 


[No. 15381.] 


Expenses, § 9 — Ascertainment — Burden of proof. 


1. The burden falls on a public utility company petitioning for an increase 
in rates to justify all charges as revealed by its books, p. 9 


Return, § 101 — Natural gas company. 
2. A return of 54 per cent was approved in the case of a natural gas com- 
pany in the light of the return to similar businesses similarly situated to- 
gether with the prevailing interest rate on borrowed capital and economic 
conditions generally, p. 11. 

Rates, § 131 — Reasonableness — Adequacy of service — Temporary rate. 
3. An increased rate for natural gas, awarded on the basis of a property 
valuation contemplating an adequate quantity of gas with sufficient pressure 
at all times under a promotional rate setup, should be temporary and de- 
pendent upon the company obtaining a sufficient supply of gas so that there 
will be an adequate supply under sufficient pressure throughout the system, 
where the evidence indicates inadequacy of supply, p. 12. 

Expenses, § 4 — Powers of Commission — Federal taxes. 
4. The Commission has no power to include in operating expenses only nor- 
mal Federal taxes, as of a prewar year, without allowing Federal taxes in 

‘ excess of the level of that year, p. 12. 

Return, § 16 — Right to earn. 
5. The duty rests upon the Commission to grant to all public utilities a rea- 
sonable return upon the present value of their property, p. 12. 

Expenses, § 109 — Increased amounts during war — Taxes. 
6. Increased taxes during a war period, as well as all other legitimate op- 
erating expenses, form no part of the reasonable return to public utilities and 
must be allowed as an operating expense, p. 12. 

Rates, § 181.1 — Inflationary effect during war — General level of rates. 
7. An increase in a gas rate during war is not inflationary when it is still 
lower than the general gas rate level of the state; unless a rate increase 
raises the general price level for the commodity or service involved, in- 
flation will not result, p. 13. 


(Beamer, Chairman, concurs in separate opinion.) 
[August 10, 1943.] 


yy. for increase in natural gas rates; increased. rates 
granted. 


e 


APPEARANCES: For petitioner, Paul Samuel L. Trabue, Attorney, Rush- 
R. Benson, Attorney, New Castle, ville; for the city of Rushville and the 
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Rushville Junior Chamber of Com- 
merce, W. B. Keaton, Rushville; for 
the Director of Economic Stabiliza- 
tion and the Administrator of the Of- 
fice of Price Administration, as in- 
tervener, George J. Burke, General 
Counsel, Harry R. Booth, Utilities 
Counsel, by Howard S. Guttmann, At- 
torney, Washington, D. C.; for the 
public, Howard T. Batman, Public 
Counsellor, Indianapolis. 


STUCKEY, Commissioner: On the 
4th day of September, 1941, Eastern 
Indiana Gas Company filed its verified 
petition with the Public Service Com- 
mission of Indiana requesting, among 
other things, an order determining 
and fixing a schedule of rates which 
will be just and reasonable and will 
yield petitioner a just, adequate, and 
compensatory return upon the fair 
value of the property of petitioner de- 
voted to public service. 

Thereafter, investigations were 
made by the accounting and engineer- 
ing staffs of the Commission, and, 
pursuant to notice as is required by 
law, public hearing was held in the 
circuit court room of the city of 
Rushville, Rush county, Indiana, at 
10 a.M., Monday, May 3, 1943, 
and concluded on May 4, 1943, with 
appearances as above noted. 

Thereafter, pursuant to an agree- 
ment of the parties, an order was 
entered in this cause July 7, 1943 
which reopened the proceeding for 
further hearing in the rooms of the 
Commission, 401 State House, In- 
dianapolis, Indiana, at 10 a.m., Fri- 
day, July 9, 1943, for the purpose of 
receiving in evidence an adjusted in- 
come account exhibit of petitioner for 
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the year 1942. Further hearing was 
held at that time, place, and hour and 
said exhibit, introduced by Howard T. 
Batman, public counsellor, was _ re- 
ceived in evidence. At this hearing 
there appeared for petitioner Samuel 
L. Trabue, Attorney, and Harry 
Boggs, Accountant. 

At the opening of the hearing, May 
3rd, Prentiss M. Brown, as Adminis- 
trator of the Office of Price Adminis- 
tration, by and through Howard S. 
Guttmann, attorney, filed a motion to 
be made a party to this proceeding. 
The motion was sustained and Howard 
S. Guttmann, representing the Office 
of Price Administration, participated 
in the first day of the hearing only. 

The evidence shows that petitioner 
was organized under the 1929 Indiana 
General Corporation Act in 1931. At 
that time old Eastern Indiana Gas 
Company, Central Fuel Company, and 
Rushville Natural Gas Company were 
merged into Eastern Indiana Gas 
Company, the petitioner herein. At 
the time of the merger, petitioner 
issued to those companies a total of 
4,985.65 shares of its common capital 
stock on the following basis: 

To Old Eastern Indiana Gas Com- 

pany, 1,377 shares at $100 par 

value $137,700 
To Central Fuel Company, 2,241.25 

shares at $100 par value 224,125 
To Rushville Natural Gas Company, 

1,367.4 shares at $100 par value... 136,740 
making a total common stock capitali- 
zation of $498,565. 

The evidence also shows that there 
are no bonds or preferred stock. 

The following exhibits were intro- 
duced and admitted into evidence: 
[List omitted]. 

The evidence further shows that 
petitioner relies principally upon its 
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Exhibit Nos. 10 and 11 which were 
introduced and admitted into evidence. 
Exhibit No. 10 depicts the income 
accounts of petitioner for the years 
1941 and 1942 and Exhibit No. 11 
purports to show the deficiency in 


Eastern Indiana Gas Co., 


earnings under present rates on P. S. 
C. I. engineers’ estimated original 
cost of utility plant depreciated; also 
estimated increase in revenues neces- 
sary to pay a fair return. The ex- 
hibits are as follows: 


Exhibit No. 10 
New Castle, Indiana 


Income Accounts as per P. S. C. I, Audit (Columns “A” and “B” Lines 1 to 25) Adjusted 
in Column “C” 


Line 
No. 


Operating revenues 
Miscellaneous revenues 


Total operating revenues 
Operating Expenses 
Production 
Distribution 
Commercial 
General and administrative 
Undistributed 
Increased labor costs 


Total Operating Expenses 
Taxes—general 

epreciation 
Depreciation per P.S.C.I. engineers 
Bad debt expense 
Over and short account 


Total Operating Expenses 
Net operating revenues 
Nonoperating Revenues 
Merchandise sales 
Sale old ditching machine 
Rent of house 


Total nonoperating revenues 


Gross income—per P.S.C.I. audit 
Gross income—adjusted 


€ 
Year Adjusted 
1942 Year 
$77,992.45 $77,992.45 
6 


18.08 618.08 
$78,610.53 $78,610.53 


$13,665.86 $13,665.86 
7,101.78 7,101.78 
4,620.82 4,620.82 
16,004.44 16,004.44 
4,606.48 4,606.48 
1,609.87 


$47,609.25 
5,818.25 








$74,656.00 


$13,490.96 
6,468.00 
3,960.76 
15,126.48 








$45,044.28 
5,465.00 
3,140.23 


” a 38 


(13.76) 
$57,628.59 
$20,981.94 


(13.76) 
$74,821.74 
$3,788.79 








$54,262.00 
$20,394.00 














Eph 83 
000.00 
88 68 
$5,661.51 


$26,643.45 


$172.83 














Note: Taxes of $5,818.25 for 1942 does not include any Federal income tax. 


Note: Parentheses denote red figures. 
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Exhibit No. 11 
Eastern Indiana Gas Co., New Castle, Indiana 
Showing Deficiency in Earnings under Present Rates on P.S.C.I. Engineers Estimated Original 
Cost of Utility Plant—Depreciated—Also Estimated Increase in Revenues 
Necessary to Pay a Fair Return 


No. 
1 Total estimated original cost of utility plant as of December 1, 1942, as de- 

termined by the engineering department of Public Service Commission of 

Indiana $868,158.00 
2 Reduced by estimated depreciation reserve requirement .....+..- weet cee 453,446.00 Oper: 
3 Net utility plant—per P.S.C.I. engineers .......sceeees fividicn Sede pated $414,712.00 Misce 

lus 

Materials and supplies—estimated .........00 eekbweesans bree Caer neSete 2,400.00 1 
Cash working capital—estimated as follows: Cae 
Operating expenses 1942 (P.S.C.I. audit) $45,999.38 = 
Taxes (P.S.C.I. audit) 5,818.25 


Total expenses exclusive of depreciation $51,817.63 


1/12 of $51,817.63 $4,318.14 
1/2 of $4,318.14 2,159.07 


Cash working capital (45 days) 6,477.21 
Total rate base (on above basis) $423,589.21 


Deficiency in Earnings under Present Rates 
1942 gross income per P.S.C.I. audit adjusted to reflect a normal gross in- 
come under present rates (See Exhibit 10 Line 26) $4,450.30 


Per cent of return under present rates 1.05 
Estimated Increase in Revenue Necessary to Pay the Following 


Per Cents of Return 
5% 54% 6% 63% 





Gross income required to pay a return 

on $423,589.21 $21,179.46 $23,297.41 $25,415.35 $27,533.03 
1942 gross income under present rates 

as adjusted (See Exhibit 10 Line 26) 4,450.30 4,450.30 4,450.30 4,450.30 


Deficiency under present rates $16,729.16 $18,847.11 $20,965.05 $23,083.00 


Present net rate per 1,000 cubic feet .. $1.05 $1.05 $1.05 $1.05 
Necessary increase per 1,000 cubic feet .24 27 .30 33 











Total rate necessary to provide a fair 
return $1.29 $1.32 $1.35 $1.38 





Increase in rates (Line 22) should pro- 
duce additional revenue—(69,998,200 
cubic feet sold in 1942 x increase in 


Tate) J.ses $16,799.57 $18,899.51 $23,099.41 
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The said public counsellor’s Ex- 
hibit No. 2, made by the accounting 
department, is as follows: 


Eastern Indiana Gas Co., New Castle, Indiana 
Adjusted Income Account—1942 


Operating revenues ...... Siar ciooucermeqwea 


Miscellaneous revenues 
Total operating revenues 


Operating expenses 
Production 
Distribution 
Commercial 
General and miscellaneous 
Undistributed expense 


Total above items 
General taxes 
Depreciation and depletion 
Bad debt expense 
Over and short 


Total operating expenses 
Net operating revenues 


Nonoperating income 
Merchandise sales 


Gross income ...... eecnwiedlvavetes caches 


Note: Parentheses denote red figures. 


This adjustment was made because 
it would appear from the company’s 
books that it had charged to operat- 
ing expense items which should have 
been charged to depreciation for the 
year 1942, since the Commission is 
allowing an annual expense to depre- 
ciation, which for 1942 amounts to 
$21,167, as compared to the deprecia- 
tion as charged by petitioner of $5,- 
824.72. Those charges, in detail, as 
taken from the books of the company 
by the Commission’s accounting de- 
partment are as follows, to wit: 


eeereces 


After 
Adjustments 
1942 
$77,992.45 

618.08 


$78,610.53 


Per Books 
194 Adjustments 


$13,665.86 
7,101.78 
4,620.82 
16,004.44 
4,606.48 


$45,999.38 
5,818.25 
5,824.72 
(13.76) 
$57,628.59 
$20,981.94 


172.83 
5,488.68 


$26,643.45 


($3,245.53) 
(4,851.89) 


$10,420.33 
2,249.89 
4,620.82 
16,004.44 
3,157.14 


$36,452.62 
5,818.25 
21,167.00 
(13.76) 
$63,424.11 
$15,186.42 


172.83 
488.68 


$15,847.93 


(1,449.34) 
($9,546.76) 
15,342.28 














$5,795.52 
($5,795.52) 








(5,000.00) 
($10,795.52) 





Production Expense 
Labor for maintenance of gas holder 
Material and supplies on hand 
Labor on collecting mains 
Materials used on collecting mains .. 
Labor in abandoning wells 
Material in abandoning wells 


Distribution System 
Service lines, meters, mains, 
labor 
Material 


Undistributed Expense 
Replacements of automotive equip- 
ment 
Machinery 


750.42 
767.32 


$9,546.76 
[1] Allen Fisk, chief accountant 
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of the Commission, testified that the 
adjustments, as shown by public 
counsellor’s Exhibit No. 2, covered 
items which were of a replacement 
character, and, therefore, should be 
charged to the depreciation account 
instead of operating expense. He ad- 
mitted that it would not be possible 
for him to prove definitely that that 
was true since the books did not give 
sufficient information. He further 
testified that if petitioner had kept 
its books in conformity with the 
Uniform System of Accounts, as 
adopted and prescribed by this Com- 
mission, which he advised petitioner 
to follow about a year before the 
hearing in this matter, that it could 
have been accurately determined 
whether those items represented re- 
placements or operating expense. 
Conversely, the petitioner cannot 


prove that they represent replacement 


items or operating expense. Never- 
theless, the burden falls on petitioner 
to justify all charges as revealed by 
is books. It is reasonable to assume, 
however, that by the very nature of 
the items as shown that they con- 
stitute replacements. Under those 
adjustments, the 1942 gross income 
(after the payment of all just operat- 
ing expenses as included in the ex- 
hibits) is $15,847.93. But in order to 
predict with any degree of certainty 
what the operating expenses will be 
for 1943, and thereafter, other items 
of expense, not shown by any exhibit, 
but revealed by the evidence of record, 
are as follows: The total rate case 
expense is $5,000, which amortized 
over a period of five years would add 
$1,000 to operating expenses; for 
property added to the plant account 
since the engineering department con- 
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cluded its study, the depreciation 
thereon, figured at the rate arrived at 
by the engineering department, would 
amount to about $350. While peti- 
tioner’s Exhibit No. 10 shows in- 
creased labor costs for 1942 of $1,- 
609.87, the evidence shows that this 
item is short by $1,300; that a rea- 
sonable estimate for Federal taxes 
is $5,000, making a total of $7,650 
for additional operating expenses tc 
be deducted from the adjusted gross 
income of $15,847.93, which would 
fix the gross income at approximately 
$8,197.93, as compared to $4,450.30 
as claimed by petitioner. 

The evidence further shows that 
petitioner has adopted the original 
cost depreciated, as determined by the 
engineering department of this Com- 
mission, as the rate base and value 
for rate-making purposes in this case. 
Adding materials and supplies and 
working cash capital in the total 
amount of $7,700, which items are 
based on the adjusted 1942 income, 
makes a total figure of $422,412, as 
compared to $423,589.21 claimed by 
petitioner. 

The evidence further shows that in 
the city of Rushville, especially in cold 
weather, usually around mealtime, gas 
pressure sinks to the point where gas 
fails to flow to the burners. No bet- 
ter description of this condition of 
service can be given than to quote 
from the order of this Commission 
in Causes 10294, 10295, etc., which 
was approved March 13, 1931, PUR 
1931D 92, 94, 95, after hearing on a 
petition for an increase of rates. This 
order was introduced and admitted 
into evidence as petitioner’s Exhibit 
No. 9. On page 3 of the order there 
is this statement: ‘Pressure charts 
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were submitted by the petitioners and 
the respondent to indicate the gas 
pressure during certain hours of cer- 
tain days.” On page 4, the order 
states: ‘The respondents in these 
causes placed some witnesses on the 
stand to testify with respect to the 
quality of service which these sub- 
scribers of these companies were re- 
ceiving. Some evidence was offered 
to show that some trouble had been 
experienced in getting sufficient gas 
at certain places within the town. The 
greater part of the evidence with re- 
spect to the scant supply of gas 
centered around certain particular 
cold days when the mercury stood be- 
low zero. In many cases, where com- 
plaints were made to the company 
about service, the evidence showed 
that it was due to imperfection in the 
consumer’s service line or his equip- 
ment.” On the same page, here is 
another statement of the evidence: 
“The respondent in this cause raised 
the question of the supply of gas, and 
indicated that it was the respondent’s 
belief that there was not at all times 
an adequate supply. The preponder- 
ance of evidence, however, discloses 
that since the holder had been con- 
structed, that there is an adequate 
supply and that the gauge on said 
holder has indicated the same reg- 
ularly.” 


In the instant case, witnesses for 
the company and dissatisfied custom- 
ers gave substantially the same testi- 


mony as that given in 1931. It is 
indeed significant that in a period 
of twelve years the same condition 
exists, and there is evidence in this 
cause which shows that petitioners 
has lost customers because of the poor 
service which they received. 


[2] The Commission, having con- 
sidered the evidence of record, argu- 
ments, and statements of counsel and 
the briefs filed herein, finds that peti- 
tioner is a public utility within the 
scope of the Public Service Commis- 
sion Act, authorized to engage, and 
engaged, in the sale and distribution 
of natural gas to the public, obtained 
from 150 gas wells, to approximately 
3,521 customers, residing in towns 
and cities and rural communities in 
the counties of Rush, Henry, Han- 
cock, Hamilton, and Madison in the 
state of Indiana; that petitioner is a 
going concern, with business attached, 
and that the value of the used and 
useful property of petitioner devoted 
to the public service for rate-making 
purposes is, in round numbers, the 
original cost depreciated, as adopted 
by petitioner, not in excess of $424,- 
000. That upon this rate base, and 
at present rates for gas, petitioner 
would earn on the basis of the 1942 
adjusted and projected income a rate 
of return of 1.933 per cent; that in 
the light of the return to similar 
businesses similarly situated, together 
with the prevailing interest rate on 
borrowed capital and economic condi- 
tions generally, petitioner should be 
permitted to earn 54 per cent as a fair 
and just rate of return; that upon 
this basis petitioner’s earnings are 
and will be deficient under present 
rates in the amount of $15,120 an- 
nually; that in order for petitioner to 
enjoy a return of 54 per cent on the 
said rate base, it is necessary to fix 
a rate for gas to consumers that will 
yield a gross revenue, after all proper 
deductions shall have been made, of 
$23,320. To raise this amount of 
revenue, based on the consumption of 
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gas as shown on Exhibit No. 11 of 
69,988,200 cubic feet, would require 
a rate of $1.27 per thousand cubic feet. 

[8] The above rate base of $424,- 
000 contemplates that petitioner’s 
plant is, or will be, able to supply an 
adequate quantity of gas with suff- 
cient pressure at all times under a 
promotional rate setup. But unless 
the company obtains such additional 
supply of gas satisfactory service can 
not be rendered to the public and, in 
that event, the value of petitioner’s 
used and useful property for rate- 
making purposes would be set by the 
Commission at a figure substantially 
less than $424,000. 

The Commission believes and finds, 
however, that said rate should be ap- 
proved only as a temporary one, as 
hereinafter provided by this order. 
And, further, that petitioner should 
be required to obtain an additional 
supply of gas from the nearest inter- 
state pipe-line company, or any other 
available practicable source, so that 
there shall be an adequate supply of 
gas under sufficient pressure through- 
out petitioner’s system available to its 
customers for all their domestic, com- 
mercial, and industrial needs, regard- 
less of the season of the year, time of 
day, or temperature conditions. 

Then, when petitioner shall have 
made avaliable such adequate supply 
of gas, the Commission will, after 
being furnished with consumer sales 
data for 1942 and eleven months of 
1943, compose and order a promo- 
tional group of step rates to be 
charged by petitioner to yield a rea- 
sonable rate of return upon said rate 
base. 

A single rate to all classes of con- 
sumers alike, as a rule, goes with a 
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gas utility with a limited or inadequate 
supply of gas. Where the supply is 
insufficient to meet all the needs of the 
customers, obviously a promotional 
rate conducive to the more varied and 
greater volume use of gas would de- 
feat its own ends and hasten in each 
instance the failure of service. 


[4-6] At this time it would appear 
to be proper for the Commission to 
present its opinion and argument on 
the subject of the allowance of Fed- 
eral taxes as charges to operating ex- 
pense, since the parties of record by 
their briefs have done so. The 
O. P. A., in substance, to begin with, 
takes the position, as we understand 
it, that only normal Federal taxes, as 
of the year 1939, should be allowed 
as a proper charge against operating 
expense, and that all Federal taxes 
in excess of the 1939 level should be 
denied as a charge against operating 
expense. The Commission is unable 
to understand by what law it would 
be empowered to make such a deci- 
sion. The Uniform System of Ac- 
counts does not contemplate it, 
neither does the Public Service Com- 
mission Act permit it. 

There are some Commission deci- 
sions dating back to World War No. 1 
wherein only the normal Federal taxes 
were allowed as a charge against 
operating expense, while all taxes di- 
rectly attributable to the war were not 
included as such. Even so, it would 
appear that such action was illegal. 
However, in that period, utilities 
were being permitted to earn and 
were earning a rate of return of 8 per 
cent, and even greatly in excess there- 
of, in comparison now to 44 per cent 
to 6 per cent. They were paying, like- 
wise, high rates for borrowed money, 
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usually 7 per cent and greater. A 
gradual decline in interest rates has 
been noticeable since 1934. It is com- 
mon knowledge that since 1937 pub- 
lic utilities in this state have engaged 
in substantial refinancing of their high 
interest obligations contracted back in 
the days of World War No. 1. This 
has been accomplished at rates rang- 
ing from 4 per cent down to 34 per 
cent. Principally through this source 
of obtaining cheap money have the 
well-operated utilities in Indiana been 
able to make substantial rate reduc- 
tions to their customers. To put in 
practice the tax theory expounded by 
the intervener, what would probably 
happen? The first reaction, no doubt, 
would be an increase in the cost of 
money to all public utilities. This 


would then cut off any further re- 
financing or refunding programs. It 
would tend to stifle necessary exten- 


sions and betterments to utility 
properties and result in a curbing of 
service to the public. In the wake of 
this undesirable trend, there would no 
doubt come also an impairment in the 
service rendered by utilities. The most 
feasible recourse for relief open to 
them would be through rate increases. 
It is true, of course, that Federal 
taxes may be the cause of forcing 
utilties, in some instances, to ask for 
rate increases in situations where Fed- 
eral taxes, coupled with all other taxes, 
force a reasonable rate of return to a 
rate that is confiscatory. This condi- 
tion might be avoided through amor- 
tization of Federal taxes over a rea- 
sonable period. 

The duty rests upon this Commis- 
sion to grant to all public utilities 
within the state of Indiana a reason- 
able return upon the present value of 


their property. All legitimate operat- 
ing expenses, of which taxes, regard- 
less of their nature, are a part, form 
no part of this reasonable return to 
public utilities. They are in the same 
category as costs for labor, materials, 
and supplies. If we draw the line on 
taxes, then it logically follows that we 
must draw the line, likewise, on all 
other items of expense which utilities 
must pay in order to operate. There- 
fore, in that case, all increase in ex- 
penses for materials, supplies, and 
labor incurred because of the war 
would have to be denied as a part of 
the just charges against operating ex- 
pense and considered as a part of the 
utilities’ reasonable return. If that 
were done only harm could result to 
all parties involved. 

The Commission is mindful of the 
fact that in the final analysis the 
utility patrons, on the one hand, and 
the stockholders and owners of the 
utility securities, on the other hand, 
pay the greatest price for mismanage- 
ment and unsound regulation ; the cus- 
tomers will either suffer-curtailment, 
if not deprivation, of service, or pay 
an excessive price for it; the owners 
of the securities and the capital stock 
will either sustain substantial shrink- 
age of their investments or experience 
the loss of most, if not all, of those 
investments in bankruptcy proceed- 
ings. 

[7] Concerning the question of in- 
flation, the Commission fails to see 
wherein the increased rate as granted 
could possibly cause inflation. This 
rate is still lower than the general gas 
rate level of this state, and it is our 
contention that unless a rate increase 
raises the general price level for the 
commodity or service involved that 
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inflation will not result. Re Green- 
field Gas Co. (Ind 1942) Cause No. 
15574, 45 PUR(NS) 101. 

The Commission further finds that 
it should retain jurisdiction over the 
parties and the subject matter herein 
pending the time when petitioner 
shall have obtained an extra supply of 
gas and a promotional rate shall have 
become effective—all to the end that 
the welfare of the company shall be 
promoted and the public interest best 
served. 

It is therefore ordered by the Public 
Service Commission of Indiana that 
Eastern Indiana Gas Company, peti- 
tioner herein, shall establish and make 
effective the rate of $1.27 per thousand 
cubic feet of 1,000 Bru natural gas 
as a temporary rate, to be effective 
and chargeable to the customers of 
petitioner September 1, 1943; that 
said temporary rate herein determined, 
established, and approved shall be the 
rate and charge for gas service ren- 
dered by petitioner to its customers 
unless and until otherwise ordered by 
this Commission, and petitioner is 
hereby ordered to file with the tariff 
department of this Commission, in 
accordance with the rules thereof gov- 
erning the composition and filing of 
rate schedules, on or before August 
15, 1943, the aforesaid temporary 
rate which shall be effective on all 
regular bills rendered by petitioner on 
and after September 1, 1943; pro- 
vided, however, that if petitioner, for 
any reason whatsoever, shall fail or 
refuse to obtain for its gas system an 
additional supply of gas, as hereinbe- 
low ordered, by December 1, 1943, 
then, in that event: 

(1) The several prayers, and each 
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of them, of the petition herein shall 
stand denied, and 

(2) The said temporary rate shall 
thereupon automatically terminate and 
concurrently therewith the present 
rate of $1.05 per thousand cubic feet 
shall automatically be the rate to be 
charged by petitioner for 1,000 sru 
natural gas to its customers on all bills 
rendered on and after December 1, 
1943, and, further, 

(3) Petitioner shall refile said 
$1.05 rate schedule with this Commis- 
sion on or before December 15, 1943. 

It is further ordered that any rate 
or rates of petitioner for gas service 
in conflict with the said rate estab- 
lished by this order be, and the same 
hereby are, canceled as of September 
1, 1943. 

It is further ordered that the Com- 
mission hold this cause open and re- 
tain jurisdiction of the subject mat- 
ter thereof, and the parties thereto, 
pending further investigation, hear- 
ing, and order. 

It is further ordered that petitioner 
be, and it hereby is, required to ob- 
tain, on or before December 1, 1943, 
an additional supply of gas from the 
nearest interstate pipe-line company, 
or any other available practicable 
source, which, supplemented by the 
petitioner’s supply produced by its gas 
wells, shall be sufficient in pressure 
and volume to meet the needs of peti- 
tioner’s domestic, commercial, and in- 
dustrial customers so that satisfactory 
service will be rendered at all times. 

It is further ordered that petitioner 
shall pay into the treasury of the 
state of Indiana, through the secretary 
of this Commission, the following 
costs, to wit: 
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$739.43 


Commission’s accounting services .. 
i i 2,104.87 


Commission’s engineering services .. 

Expense to the Commission for giv- 
ing notice by publication of hear- 
ing herein 


It is further ordered that petitioner 
be, and it hereby is, permitted and au- 
thorized to amortize the instant rate 
case expense of $5,000 out of its 
revenues, chargeable to operating ex- 
pense, over a period of five years, at 
the rate of $1,000 annually. 


It is further ordered that petitioner 
be, and it hereby is, required to adopt 
the Uniform System of Accounts for 
Class “D” gas utilities as prescribed 
in 1936, and as since revised, by the 
National Association of Railroad and 
Utilities Commissioners, and, fur- 
ther, petitioner shall set up its books 
in compliance with the provisions of 
said system, in so far as the same may 


be or become applicable, on or before 
September 1, 1943, and shall there- 
after continue to keep said books, with 
the supervision of the accounting de- 
partment of, and the approval by, 
this Commission. 


BEAMER, Chairman, concurring: I 
concur in the order of Commissioner 
Stuckey but cannot agree with his 
reasoning on the matter of Federal 
income taxes. Before discussing this 
matter, however, I wish to say that I 
agree that a rate increase will be of no 
value to this company unless they ob- 
tain an additional supply of gas. The 
evidence definitely shows that they 
have a diminishing supply which, at 
times, is now insufficient to supply ex- 
isting customers. This results in poor 
service. To charge an additional rate 
for the same kind of service which the 
company is now and has been fur- 


nishing its customers would only re- 
sult in a loss of customers and conse- 
quently a diminishing revenue. 
Therefore, my concurrence in the rate 
increase is contingent upon the com- 
pany obtaining an additional supply 
of gas with which to supplement its 
present supply in order that it may 
render adequate service to its custom- 
ers and take on additional customers 
if the demand for service arises. 

As stated before, I cannot agree 
with my colleague’s reasoning on the 
question of allowing all of the Fed- 
eral income taxes at the present war- 
time rate as an operating expense. 
We are all aware of the fact that this 
country is engaged in a terrific strug- 
gle upon the outcome of which de- 
pends the continued existence of our 
form of government and our existing 
economy. The cost of such a struggle 
is tremendous and taxes to the utmost 
our entire economic structure. It is 
necessary that every individual and 
every business enterprise bear its just 
proportion of this cost. To finance 
a portion of this tremendous cost, 
the Federal government has, since 
1940, greatly increased the tax rate 
on both corporations and individuals. 
These higher taxes have the secondary 
objective of curbing inflation by tak- 
ing up part of the abnormally large 
amount of money which would other- 
wise be available for use in bidding 
for the constantly diminishing supply 
of civilian goods. In addition, the 
Federal government has put into ef- 
fect a price control program for the 
purpose of stopping inflation. The 
degree of success of this program 
need not be discussed here because this 
Commission has allowed in this case 
all increased labor costs and the in- 
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creased costs of operation. To grant 
all this and at the same time grant 
utilities the right to earn a normal 
rate of return after allowing them to 
collect as operating expenses all taxes, 
including war taxes, would permit 
them to escape payment of any of 
the costs of the war. Certainly utili- 
ties have as much as stake in the war 
as any other business or individual 
and should be required to pay their 
fair share of the costs. Furthermore, 
to permit a utility to pass war taxes 
on to its customers, places a double 
war burden upon the utility patron, 
his own and that of the utility. 


I find no provisions in the statutes 
of Indiana which would compel this 
Commission to allow all taxes, includ- 
ing war taxes, as operating expense in 
fixing utility returns. True, the 
Uniform System of Accounts, adopt- 


ed by this Commission, contemplates 
that all taxes should be allowed as 


operating expenses. This system of 
accounts was adopted for normal 
times. These are not normal times. 
This system of accounts was adopted 
by an order of this Commission and 
can be changed by order of this Com- 
mission. However, I do not believe 
this to be necessary. 


I purview the question involved 
here not to be so much a question of 
allowing or disallowing these war 
taxes as it is a question of what con- 
stitutes a fair rate of return under 
present conditions. It is true that our 
Indiana law imposes upon this Com- 
mission the duty of granting to a 
utility a fair return upon the fair 
value of its property. A fair rate of 
return changes with changing circum- 
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stances. My colleague has pointed out 
the change in interest rates on bor- 
rowed capital over the period of the 
past twenty years. There has been 
a decline during the same period of 
the rate of return for utilities but the 
decline, generally, has not been as 
great as the decline in interest rates 
on borrowed money. Six per cent 
has sometimes been considered a rea- 
sonable return on utility property. 
However, under these wartime condi- 
tions, utility returns, like other re- 
turns, will probably be reduced by 
about the amount which they are re- 
quired to contribute toward the cost 
of the war. This may reduce the fair 
rate of return to 44 to 54 per cent. 
To attempt to maintain the same pre- 
war rate of return in the case of all 
of our utilities, under present condi- 
tions, would inevitably result in un- 
controlled inflation. For example, let 
us take a salaried employee who made 
net $5,000 before the higher income 
tax rate was imposed. By the in- 
crease in Federal income taxes, his net 
earnings have been decreased about 
$600. If he insists that his earnings 
are to be maintained at $5,000 net to 
him, then his wages must be raised 
$600 to take care of this additional 
tax charge. But out of this amount, 
the government takes another 20 per 
cent of $60 so that much more must 
be added out of which is taken an- 
other 20 per cent or $12, and so on. 
Thus starts a spiral of inflation which 
would soon be uncontrollable. The 
same formula would apply if we at- 
tempted to pass on to the consumer 
all war taxes in an attempt to main- 
tain the former rate of return for 
utilities. 
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For these reasons, I cannot concur 
with my colleague upon the allowance 
of all taxes, including war taxes, as 
operating expenses. I think it should 
also be noted that Congress in pass- 
ing the latest Income Tax Act, grant- 
ed special relief to utilities by pro- 
viding that dividends paid on pre- 
ferred stock are deductible in comput- 
ing surtax net income. No other 
business was granted this relief. 

However, in the instant case, only 
$5,000 has been allowed in operating 
expenses for Federal income tax pur- 


poses. This amount will certainly not 
pay the excess profit tax and will, at 
best, only pay a portion of the increase 
over the 1940 rate. The rate of re- 
turn provided for only contemplates 
a net return of 54 per cent. Should 
the amount allowed in operating ex- 
penses for war taxes be deducted, it 
would make the return exceed 6 per 
cent. Therefore, I can and do concur 
in the conclusion arrived at by Com- 
missioner Stuckey in his order even 
though I do not agree with his opin- 
ion upon the question of Federal in- 
come taxes. 
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Re Earnings during War Emergency 


Return, § 49 — War emergency — Policy of Commission — Dividends and 


salaries — Rates. 


A declaration of policy as to earnings during a war emergency was adopted, 
stressing the importance of utilities maintaining a strong financial position, 
the inadvisability of instituting formal rate investigations in view of the 
artificial economic situation created by war conditions, and the necessity 
of cooperation by utilities in refraining from payment of higher dividends 


or owners’ salaries. 


(BucHANAN, Commissioner, dissents.) 
{June 7, 1943.] 


ECLARATION of policy as to earnings of public utilities dur- 
D ing war emergency. 


By the Commission: To All Pub- 
he Utilities Subject to The Jurisdic- 
tion of This Commission: The 1942 
earnings of many public utilities have 
shown a sharp rise over those of pre- 
ceding years, without therg having 
been a corresponding rise in capital 
[2] 


investment. There can be no doubt 
that the chief causes of this phenom- 
enon are the larger demand for util- 
ity services by industry, occasioned 
by the war, the limitations and restric- 
tions placed upon utility capital invest- 
ments by the government and the in- 
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direct effect which heightened indus- 
trial activity has upon the spending 
practices of various consumer groups. 

Whether or not this increase in 
earnings has resulted in an unreason- 
able return to any particular utility is 
determinable only after full considera- 
tion of that utility’s affairs. The 
Commission takes cognizance of the 
fact that the increased demands of the 
war and the limitations and restric- 
tions imposed by the government to 
expedite the war program, has pro- 
duced an artificial economic situation, 
which renders difficult an adjudication 
of rates which would be fair and rea- 
sonable both in the present war emer- 
gency and the ensuing postwar period, 
giving due consideration to the inter- 
ests of consumers, the investors, the 
tax authorities and the utilities. 

The Commission takes cognizance 
of the increased speed and continuous 
use of equipment now required to meet 
demands for service; the departure 
from maintenance routine occasioned 
by such continuous use, as well as by 
the scarcity of maintenance person- 
nel and materials; and, in some in- 
stances, the installation of equipment 
of a character or capacity which is 
suitable for wartime needs, but which 
may not be used or useful in the pub- 
lic service when peace-time operation 
is resumed. 

The Commission expects the pub- 
lic utilities under its jurisdiction to 
offset these wartime costs against the 
wartime revenues they are producing, 
to the end that depreciation now being 
suffered, and maintenance now being 
deferred, shall not be offered as argu- 
ments in support of postwar rate in- 
creases, or to prevent, when other- 
wise warranted, postwar rate reduc- 
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tions. The Commission now advises 
the public utilities subject to its juris- 
diction that it will scrutinize every 
such argument in the light of the 
equipment operating records, the 


charges to depreciation and mainte- 
nance, and the operating income, for 
the period through which we are now 
passing. 


The Commission is also aware of 
the fact that many wartime inventions 
have peace-time applications, and 
thereby speed the obsolescence of 
prewar devices; and that to provide 
the newest equipment and the most 
modern service, the public utility in- 
dustry may require huge quantities 
of cash when the war is ended. 

All of these factors point to a prov- 
ident and cautious course in dispos- 
ing of abnormal earnings. They in- 
dicate that the payment of abnormally 
large dividends, or of excessive 
salaries of partners and individual 
owners, may be ultimately injurious, 
not only to the recipients, but to the 
public service as well. 

The Commission therefore issues 
the following declaration of policy: 

(a) That it is imperative that pub- 
lic utilities maintain a strong financial 
position throughout the war emer- 
gency, to the end that they may render 
prompt and uninterrupted service dur- 
ing said emergency and that they may 
enter the postwar period prepared to 
promptly take up the matter of de- 
ferred maintenance and the rehabilita- 
tion of their properties. 

(b) That the Commission deems 
it inadvisable to institute formal in- 
vestigations into the reasonableness of 
existing rates which appear to be pro- 
ducing increased earnings as the re- 
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sult of an artificial economic situa- 
tion created by war conditions. 

(c) That the Commission invites 
the codperation of all public utilities in 
refraining from the payment of divi- 
dends or owners’ salaries materially 
higher than similar payments in 
peace time to the end that cash may 
ibe conserved to adequately meet post- 
war conditions; but that without such 
cooperation the only alternative left 
to the Commission is to institute an 
investigation into the rates, deprecia- 
tion and maintenance practices and 
other related affairs of any public 
utility showing abnormal earnings. 


Commissioner Buchanan files a 


dissenting opinion. 


BUCHANAN, Commissioner, dis- 
senting: The policy purports to deal 
with two things: One, deferred 
maintenance due to scarcity of mate- 
rials and labor; two, freezing of cash 
for purposes of modernization of plant 
following the war. 

The alleged reason for the state- 
ment is the inability of this Commis- 
sion to “adjudicate rates which would 
be fair and reasonable both in the 
resent war emergency and the ensuing 
postwar period, giving due considera- 
tion to the interests of (1) consumers, 
(2) the investors, (3) tax authori- 
ties, and (4) the utilities.” With such 
an admission there should be three 
resignations from the Commission. 

My primary answer to that reason 
is that the basic contributors today to 
all public utility earnings are, first, 
either directly or indirectly the Fed- 
eral government and, secondly, res- 
idential customers. Federal Power 
Commission statistics for February, 
1943, show electrical consumption of 


industrial and residential customers to 
be 85 per cent of the total. Industrial 
consumption is almost 100 per cent 
war connected and therefore a Federal 
I reply ad 


charge. 
seriatim. 


Secondarily, 


First, there is no necessity for ad- 
judicating the fairness and reasonable- 
ness of rates for any period other 
than the present. To drag in “the 
ensuing postwar period” is to tax one’s 
imagination beyond the breaking point 
and to drag a red herring across the 
trail. The problem and duty that con- 
fronts this Commission now is to de- 
termine whether a utility is earning 
today more than a reasonable return 
on the cost of its plant. This the 
majority, by the “Statement of 
Policy,” is refusing to do to the detri- 
ment of the “consumer” (principally 
the Federal government and residen- 
tial customers) that they assert they 
wish to consider. If the return to 
the utility is reasonable it is none of 
our business what disposition is made 
of the money. 

Secondly, the majority considers 
the “investor.” There lies the real 
basis of the “Statement,” for what 
they actually propose to do here ts to 
freeze excess cash contributions from 
consumers collected at the present 
“boom” time for purposes of additions 
and betterments to plant after the war 
without giving such “contributions to 
capital’ credit as such. In other 
words, the majority proposes that the 
admittedly excessive charges of today 
upon consumers (principally the Fed- 
eral government and residential cus- 
tomers) shall be segregated so that 
new plant can be purchased after the 
war and thereby avoid further con- 
tribution from investors. That is 
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“having the cake and eating it too” — 
for the investors. 

Third, they consider ‘‘tax authori- 
ties.” By that they refer only to the 
Federal government. Nobody denies 
that the great increases in revenues 
experienced by all public utilities and 
by private industry, where private in- 
dustry still functions, are directly due 
to the war effort and, therefore, are 
direct charges against the government. 
In other words the excessive utility 
profits are due to war demands upon 
industry. Starting with this fact, the 
majority argues to the effect that if 
excess charges go “sky high,” the gov- 
ernment will profit through excess 
profits taxes apparently forgetting 
that the government contributes 100 
per cent by way of rates and gets back 
only 90 per cent by way of taxes on 
such excess profits. Under that sys- 
tem, the books won’t balance for the 
government but they will balance 
favorably for the utility at the ex- 
pense of the government. With that 
picture, such a “Statement of Policy” 
is completely unsound. Excess profit 
taxes consume 90 cents out of every 
dollar of excess profits. Therefore, 
a public utility that maintains a high 
excess profits earning does so to the 
extent of 10 per cent penalty on the 
government. 

Fourth, as to the interest of public 
utilities, my experience supported by 
the record in every jurisdiction, Fed- 
eral or state, where public utilities 
are concerned is that they need no 
protection except against themselves. 
The evils existing in the public utility 
world, which were the common target 
of the Public Utility Holding Com- 
pany Act and amendments to the Fed- 
eral Power Act of the Roosevelt ad- 
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ministration and the strengthening of 
our own regulatory law in Penn. 
sylvania in 1937, did not result from 
what the public or government or the 
customer had done to public utilities 
but they existed because of what the 
public utilities had done to themselves, 
to the consumers and the public in 
general. The evils did not reflect the 
operating point of view (which is al- 
most invariably good) but the financ. 
ing, the playing with dollars, which 
this present “policy” promotes. So, 
I repeat that the utilities adequately 
take care of themselves where dollars 
are concerned and need no “policy” 
suggestions. Rather the need is ac- 
tive restraint—an application of rate- 
making practice which is the primary 
reason for the existence of this Com- 
mission. 

The majority next takes “cogni- 
zance of the increased speed and con- 
tinuous use of equipment, . . . the 
departure from maintenance routine, 

as well as the scarcity of main- 
tenance personnel and materials and 
in some instances equipment 
suitable (only) for wartime 

needs. :" 

It is true that use of equipment is 
at a higher tempo today than in 1939 
but the effect of that is to reflect great- 
er efficiency upon the investment and 
less replacement because of obsoles- 
cence. It is much more beneficial to 
both consumer and investor to be re- 
quired to replace equipment because 
of use than because it has become out- 
moded through idleness and lapse of 
time. 

It is likewise true that equipment 
is more difficult to maintain today 
than in 1939 because of the scarcity 
of materials and to some extent of 
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personnel, but in a study of public 
utilities under the jurisdiction of this 
Commission and in other jurisdic- 
tions, both Federal and state, I have 
come to the conclusion that those 
operators who are “‘on their toes” and 
are really ‘‘enterprising” in a practical, 
not a political, sense, can get the 
materials necessary to proper mainte- 
nance, and, those who have main- 
tained proper wage and living stand- 
ards for their labor have no difficulty 
with their personnel. So the old rule 
applies today as it did yesterday and 
will tomorrow that “the early bird 
gets the worm.” In other words, the 
fellow that sits continuously in the 
mourner’s seat is going to watch the 
rest of the world pass by and continue 
to complain about it. 

As for equipment “suitable only for 
wartime needs,”’ Defense Plants Cor- 
poration and similar Federal war 
agencies have established methods of 
handling such “ersatz” equipment by 
reducing its normal service life to an 
arbitrary and much smaller life ex- 
pectancy within which such property 
must be fully depreciated. The pub- 
lic utilities are cognizant of this fact 
and don’t have to be told concerning 
it, in my opinion. All that is neces- 
sary is a check-up today to see that it 
is being done and not tomorrow to find 
out why it had not been done. Fur- 
thermore, there is no such thing as 
deferred maintenance as suggested by 
the majority. The principal effect of 
the war upon public utility plant is a 
more rapid loss of service life which 
can adequately be taken care of under 
the Uniform Systems of Accounts 
for electric utilities adopted by the 
Federal Power Commission on May 
11, 1937, by this Commission, effec- 


tive January 1, 1938, and by the vast 
majority of other state regulatory 
bodies. We have adopted similar 
systems for other utilities. Hence 
there is no need for the majority’s 
suggestion that deferred maintenance 
accounts be established. 

Our sole jurisdiction in this matter 
falls directly under three heads. , First, 
the authority to require a system of 
accounting. This has been done in 
most cases and those systems are rea- 
sonably adequate to meet the wartime 
emergency and postwar conditions in 
the matter of accelerated depreciation 
with proper supervision. Second, our 
jurisdiction applies under the heading 
of rates, they must be fair and rea- 
sonable. That is the tmminent ques- 
tion today and the majority by its 
“Statement of Policy’ inviting 
“cooperation” implies knowledge of 
excess earnings of all public utilities 
over and above a fair and reasonable 
return and then announces an inten- 
tion of postponing action thereon. I 
believe the postponement of action 
where excess earnings are present is 
a violation of the law and of our duty 
to the commonwealth and nation. 
Third, there is a matter of refunds 
or reparations. The majority asserts 
“without such cooperation the only 
alternative to the Commission is to 
institute an investigation into the rates, 
depreciation and maintenance prac- 
tices and other related affairs of any 
public utility showing abnormal earn- 
ings.” In refusing to perform that 
duty, we threaten to do tomorrow 
what the law requires to be done today 
and apparently without appreciation of 
the fact that tomorrow’s action cannot 
rectify today’s wrong as a matter of 
law. 
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In a recent decision (Cheltenham 
& A. Sewerage Co. v. Public Utility 
Commission [1942] 344 Pa 366, 43 
PUR(NS) 477, 25 A(2d) 334, con- 
struing § 313 of the Public Utility 
Law of 1937), Mr. Justice Parker 
held that reparations or refunds to 
consumers are only payable by public 
utilities from the date of the Com- 
raission’s order finding the rates un- 
reasonable. This interpretation of 
the Parker opinion was the basis for 
the recent Commission action of 
June 1, 1943, in Ramsey and Utility 
Consumers League of York v. Edison 
Light & P. Co. C. 11576, — PUR 
(NS) —. Under this decision I 
cannot understand how a threat of a 
future rate case after the war would 
scare anybody, particularly a_ sea- 
soned public utility presently earning 
excessive and unreasonable rates. 


The Commission could not restore 


the excessive earnings in any event. 

The Federal government has been 
striving for a stabilization of prices 
affecting living costs and for a reduc- 
tion of the cost of war upon the gov- 
ernment through renegotiation of 
contracts and similar matters. Even 
now a head-on clash between the gov- 
ernment on the one hand and a labor 
group on the other has been the sub- 
ject of great public support of the 
government’s position and there is 
an exact parallel between the demands 
of John L. Lewis and the statement 
of policy of this Commission. Both 
are inflationary. For governmental 
action contra inflation see “Profits,” 
Time, issue of June 7, 1943, p. 88. 

In furtherance of such economy, 
Executive Order 9328 dated April 8, 
1943, of President Roosevelt, specifi- 
cally announced the necessity of re- 
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ducing public utility rates and charges 
as one of the economic goals of war- 
time. As the President expressed it, 
it was a “hold the line order against 
inflation” and before the ink has bare- 
ly dried on that order of the Com- 
mander-in-Chief, the second most 
populous state in the Union by a gov- 
ernmental act apparently repudiates it, 
It seems impossible of belief. 

The whole theory behind the state- 
ment of policy as announced by the 
majority is wrong, as | see it, and 
may result in a gigantic tax-dodging 
proposition. If the policy issued by 
governmental (Commission) man- 
date, is carried out by all public util- 
ities, it is not only possible but prob- 
able that claims for exemption from 
Federal excess profits taxes would be 
made under § 722 of the Internal Rev- 
enue Act of 1942. Certainly this 
Commission should not lend itself in 
the slightest way to any tax dodging 
scheme. 

This subject has been a matter of 
debate in almost every jurisdiction. 
The invariable solutions to the prob- 
lem have been, first, to watch annual 
depreciation charges to see that they 
shall be adequate under the increased 
tempo of war; second, to maintain 
the rate-making functions, but to 
shorten the procedure, for purposes 
of speedier decision. Louisiana Pub. 
Service Commission v. United Gas 
Pipe Line Co. (Fed PC 1943) Dockets 
G-133, 148, 193, 157, Opinion No. 
90, 48 PUR(NS) 91; Re Minne- 
apolis Street R. Co. (Minn. 1943) 
File No. A-5972, 48 PUR(NS) 294. 
Similar rulings were made in Re St. 
Paul City R. Co. (Minn 1943) File 
No. A-5971. 

To argue that cash is necessary for 
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replacement of equipment after the ernment, for such purposes or that 
war; or that it should be accumulated rates cannot be presently and fairly 
from excessive charges against con- reduced because of abnormal condi- 
sumers, particularly the Federal gov- tions, is absurd. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Haverhill Electric Company 


[D.P.U. 7046.] 


Appeal and review, § 84 — Appeal to Commission — Municipal permit for wires. 
1. Any aggrieved party has an appeal from an order of a city council 
authorizing the installation, erection, and maintenance of an electric line 
across a public street of a city, where an electric company is engaged in the 
manufacture or sale of electricity in the city, p. 25. 


Appeal and review, § 84 — Appeals to Commission — Parties. 
2. A company engaged in the manufacture or sale of electricity in a city 
is an interested party entitled to appeal from an order granting a permit 
to lay electric wires across a street, p. 26. 


Franchises, § 30 — Permit for electric wires — Absence of restriction to private 
use. 
3. An order of a municipal council permitting an industrial company to 
lay electric wires under a city street, but not limiting the facilities to the 
supply of electricity for private use, is invalid where a company is engaged 
in the manufacture or sale of electricity in the city, p. 26. 


Evidence, § 11 — Burden of proof — Intention of permittee to resell electricity. 
4. The burden of proof is not on an electric utility company to prove an 
intention on the part of an industrial company to resell electricity to the 
public, in appealing from a municipal order granting a permit to the indus- 
trial company to lay wires across a public street, when the order affords 
the opportunity to make such sale to a considerable territory while it might 
have been forbidden by an express restriction, p. 28. 


Waiver and estoppel — Objection to electric wires — Previous resale to tenants. 
5. Previous sales by an industrial company to tenants with the consent of 
an electric utility company do not prove a waiver by the electric company 
of its right to object to the granting of a location in the public streets to 
the industrial company for the laying of wires without restriction to pri- 
vate use, p. 28. 


Franchises, § 30 — Permit for electric wires — Resale of electricity by industrial 
company. 

6. The granting by a municipal council of an order permitting an indus- 

trial company to lay electric wires across a public street in a city where 

a company manufactures and sells electricity would not promote the public 

interest when such authorization is not restricted to private use and there 
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is evidence showing the intention of the industrial company to use the pro. 
posed line for transmitting electricity to be distributed and sold at leas 
to its tenants, there being no evidence that the utility company has not been 
adequately serving the territory or that the industrial company and its ten. 
ants could not obtain adequate service at reasonable cost from that company, 


p. 28. 


[June 29, 1943.] 


PPEAL from order of city council granting petition for in- 
A stallation, erection, and maintenance of an electric line 
across a city street; appeal sustained and order granting permit 

annulled. 


APPEARANCES: Damon E. Hall, 


for the appellant; Fred H. Magison, 
City Solicitor, for city of Haverhill; 
John J. Ryan, for L. H. Hamel 
Leather Company. 


By the DEPARTMENT: This appeal 
was heard on May 10, 1943, and on 
May 20, 1943, briefs were filed by the 
parties. The case arose upon a re- 
quest of L. H. Hamel Leather Com- 
pany to the municipal council of the 
city of Haverhill for a permit, and re- 
lated in part to a steam line, which. is 
not subject to the present appeal. So 
much of the request as relates to the 
present appeal reads as follows: 

“Also the L. H. Hamel Leather 
Company respectfully requests that a 
permit be granted to it to install, erect, 
and maintain a 550-volt electric line 
along the top of said conduit between 
the points above described and which 
are more fully set forth and shown on 
the plan hereto annexed. 

The War Department has already 
granted written permission to the 
company to install the steam and elec- 
tric lines which are the subject of this 
application. 

A hearing was held by the munici- 
pal council on March 1, 1943. At the 
hearing the Haverhill Electric Com- 
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pany appeared and objected to s0 
much of the request as related to an 
electric line. On March 9, 1943, the 
council met and its action is recorded 
as follows: 

“Hearing. ‘Document 86, petition 

of the L. H. Hamel Leather Company 
for permission to lay steam pipes and 
electric wires under Locust street. 
Granted. Yeas 5, nays 0. Bernard 
H. Donahue, City Clerk.’ ” 
This order obviously referred to 
the request, which included Locke 
street as well as Locust street, and the 
entire conduit location, which passes 
through other lands of the city. 

The municipal council of the city 
of Haverhill is the successor of its al- 
dermen referred to in General Laws, 
Chap. 164, §§ 87, 88 and General 
Laws, Chap. 166, § 22 and also has 
the powers of selectmen under Gen- 
eral Laws, Chap. 166, § 24. (See 
1908, Chap. 574, § 19. General Laws, 
Chap. 4, § 7, Definition of “alder- 
men.” General Laws, Chap. 39, § 1.) 

The city claims that the forego- 
ing action was taken under General 
Laws, Chap. 166, § 24, as appearing 
in the Tercentenary Edition, which 
reads as follows: 

Section 24. The selectmen may, 
upon terms and conditions prescribed 
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by them, and subject to the provisions 
of this chapter, so far as applicable, 
authorize a person to construct for 
private use upon, along, and under the 
public ways of the town telegraph and 
telephone iines and lines for the trans- 
mission of electricity for light, heat, 
or power. Upon the construction of 
any such line, the poles and structures 
thereof within the location of such 
ways shall become the property of the 
town, and the selectmen may regulate 
and control the same, may at any time 
require the persons using the same to 
make alterations in the location or 
construction thereof and may, after 
notice and a hearing, order the re- 
moval thereof. The town may at any 
time attach wires for its own use to 
such poles and structures, and the se- 
lectmen may permit other persons to 
attach wires for their private use 
thereto or to poles and structures con- 


j structed by the town, and may pre- 
scribe reasonable terms and conditions 


therefor. Whoever unlawfully in- 
jures or destroys any wire, pole, struc- 
ture, or fixture of any such line shall 
be punished by a fine of not more than 
$500 or by imprisonment for not 
more than two years, or both. 

The L. H. Hamel Leather Company 
and the Haverhill Electric Company, 
appellant, claim that the action of the 
municipal council was taken under 
General Laws, Chap. 164, § 87, as ap- 
pearing in the Tercentenary Edition, 
which reads as follows: 

Section 87. In a town where a per- 
son is engaged in the manufacture or 
sale of electricity, no other person 
shall lay, erect, maintain, or use, over 
or under the streets, lanes, and high- 
ways of such town, any wires for the 
transmission of electricity except 


wires used by street railway compa- 
nies for heat or power, without the 
consent of the aldermen or selectmen 
granted after notice to all parties in- 
terested and a public hearing. 

The Haverhill Electric Company 
also contends that its appeal was prop- 
erly taken under General Laws, Chap. 
164, § 88, as appearing in the Ter- 
centenary Edition, which reads as fol- 
lows: 

Section 88. Any person aggrieved 
by the decision of the aldermen or 
selectmen, under either of the two pre- 
ceding sections, may, within thirty 
days after notice of said decision, ap- 
peal therefrom to the Department, 
which shall thereupon give due notice 
and hear all parties interested, and its 
decision shall be final. 

The city further claims that, the 
action having been taken under Gen- 
eral Laws, Chap. 166, § 24 and there 
being no provision for appeal in Chap. 
166, the Haverhill Electric Company 
had no right of appeal and the matter 
was improperly before this Depart- 
ment. 

[1] General Laws, Chap. 166, § 22 
is too long to be quoted in full. It 
authorizes a petition by an electric 
light or power company for the con- 
struction of a line for the transmis- 
sion of electricity upon, along, under, 
or across a public way. No appeal lies 
from the decision of the board of al- 
dermen or selectmen, upon such a pe- 
tition, if there is no municipal light- 
ing plant or electric light or power 
company or other person having the 
right to lay electric lines upon, along, 
under or across the public ways of the 
city. The same is true in the case of 
a petition for private use under Gen- 
eral Laws, Chap. 166, § 24. Where, ' 
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however, a person, including an elec- 
tric light or power company, is en- 
gaged in the manufacture or sale of 
electricity in a city or town, General 
Laws, Chap. 164, §§ 87 and 88 pre- 
vent the granting of a permit to any 
other person to lay wires over or under 
the public ways except after a hear- 
ing, and with the right of appeal by 
any aggrieved person to the Depart- 
ment. In other words, the right of the 
local board to grant the permit is giv- 
en by General Laws, Chap. 166, § 22 
or § 24, as the case may be; but the 
right of public hearing, before the al- 
dermen or selectmen, and appeal to the 
Department, where an existing manu- 
facturer or seller of electricity is in 
operation, is secured by General Laws, 
Chap. 164, §§ 87 and 88. 


The foregoing interpretation gives 
validity to every one of the sections 
cited, in accordance with the well- 
known principle that the body of the 
statute law is to be construed as a 
whole and weight is to be given to all 
parts of it, so far as practicable. We 
see no inconsistency between General 
Laws, Chap. 166, §§ 22 and 24 and 
General Laws, Chap. 164, §§ 87 and 
&8. Construing all four sections to- 
gether, we are of the opinion that any 
aggrieved party has an appeal under 
General Laws, Chap. 164, § 88 from 
n order originating under General 
Laws, Chap. 166, § 22 or under Gen- 
eral Laws, Chap. 166, § 24, and grant- 
ed after a hearing under General 
Laws, Chap. 164, § 87. 

[2] The fact that General Laws, 
Chap. 164, §§ 87 and 88 provide for 
a hearing and appeal only where a 
person is engaged in the manufacture 
or sale of electricity in the city or town 
is a strong indication that such person 
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is an interested party, and entitled to 
appeal after appearing in opposition to 
the petition. This is in accordance 
with the public policy underlying our 
gas and electric laws as outlined in At- 
torney General v. Walworth Light & 
P. Co. (1893) 157 Mass 86, 87, 88 
31 NE 482, and Weld v. Gas & Elec- 
tric Light Comrs. (1908) 197 Mass 
556, 558, 84 NE 101. Accordingly, 
we find and rule that the Haverhill 
Electric Company is an aggrieved 
party and that the appeal is properly 
taken. 

[3] There is nothing in the peti- 
tion or the order of the municipal 
council to indicate that the location 
granted was limited to the supply of 
electricity for private use. It may be, 
as contended by the city, that said lo- 
cation can have legal effect only as the 
location of an electric line for private 
use, it being granted to a private 
business corporation, which has no 
authority under its articles of incor- 
poration to transmit electricity for 
sale, or to sell electricity. It does not 
follow, however, that the order grant- 
ing the location was intended to be an 
order under General Laws, Chap. 166, 
§ 24, restricted to private use. There 
is nothing in the original request of 
the L. H. Hamel Leather Company 
for a permit, the subsequent proceed- 
ings of the municipal council, or the 
order itself, to indicate that any re- 
striction to private use was intended, 
or that the order was granted under 
General Laws, Chap. 166, § 24. These 
proceedings are all set forth in the 
appeal of the Haverhill Electric Com- 
pany, on file in this case, and, as so set 
forth, are herein incorporated by ref- 
erence. The order is at best ambigu- 
ous. We are unable to find that it is 
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a valid order under General Laws, 
Chap. 166, § 24. 

It appeared that the purpose of in- 
stalling this line was to resell electric- 
ity, obtained from the Haverhill Elec- 
tric Company, to tenants of L. H. 
Hamel Leather Company. 

It also appeared that it would be 
possible for said leather company, if 
it obtained the right to cross the pub- 
lic ways with an electric line as re- 
quested, and was able to obtain the 
electricity, to sell electricity to a large 
number of persons, including both its 
tenants and members of the general 
public, without crossing another pub- 
lic way. 

The case seems to us to be some- 
what similar to a former decision of 
the Board of Gas and Electric Light 
Commissioners, a predecessor of this 
Department. 

That case arose in Haverhill and is 
known as the MHaverhill Appeal 
(1908) 23 Ann Rep MassG& ELC 
20. 

In that case one Charles H. Hayes, 
an individual residing in Haverhill, 
was the owner of the majority of the 
stock of a corporation which manu- 
factured electricity and supplied elec- 
tricity for lighting to certain build- 
ings, and did a business of about 
$2,000 per year from the sale of elec- 
tricity for lighting purposes. He 
sought authority to construct over or 
under Main and Washington streets 
an electric light and power line. This 
authority was granted by the board of 
aldermen of the city of Haverhill. An 
appeal was taken by the Haverhill 
Electric Company. On appeal, the 
Board of Gas and Electric Light Com- 
missioners sustained the appeal and 
annulled the order of the board of 


aldermen. 
23 and 24: 

“No restrictions were imposed by 
the aldermen upon the exercise of 
their grant. It is open to grave doubt 
whether restrictions stipulating that 
the lines are to be used for the supply 
of certain customers or within a cer- 
tain prescribed territory only, if im- 
posed, would be valid or effectual. 
Neither has this Board the authority 
to modify or in any way restrict the 
order upon which the appeal is based. 
The appeal must be sustained or dis- 
missed, and the order affirmed or an- 
nulled, without qualification. An or- 
der might have been adopted with a 
valid restriction that the lines should 
be for private use only; but this is not 
the order, and doubtless no such order 
was desired.” 

In the absence of any decision of 
the supreme judicial court to the con- 
trary, we regard this decision of the 
Board of Gas and Electric Light Com- 
missioners as a valuable precedent for 
the assistance of this Department. Al- 
though in that case it appeared that 
the appellee intended to manufacture 
his own electricity, while the present 
appellee seeks to buy it from the appel- 
lant, we do not consider that this 
makes any difference in principle. 
The definition of “electric company” 
in General Laws, Chap. 164, § 1, in- 
cludes a corporation distributing and 
selling electricity, as well as one manu- 
facturing and selling electricity. 

Although under its existing articles 
of incorporation it would seem to be 
ultra vires for the L. H. Hamel Leath- 
er Company to resell electricity to its 
tenants, the evidence is that it has done 
sc heretofore. If the appeal be not 
sustained, said company is likely to 


The Board said at pages 
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carry out its expressed intention to 
make such resale, irrespective of the 
limitations in its articles of incorpora- 
tion. In fact, we are somewhat im- 
pressed by the fears of the Haverhill 
Electric Company that the proposed 
line, if authorized without express re- 
striction, may be used to serve mem- 
bers of the public in addition to the 
tenants of the L. H. Hamel Leather 
Company. 

[4] We are of opinion that the bur- 
den of proof is not on the Haverhill 
Electric Company to prove an inten- 
tion on the part of the leather com- 
pany to resell to the public. The order 
of the municipal council affords the 
opportunity to make such sale to a 
considerable territory, when this might 
have been forbidden by an express re- 
striction. This was a ground for sus- 
taining the appeal, in the decision of 
the Board of Gas and Electric Light 
Commissioners above cited. 

[5] There was evidence that previ- 
ous sales to tenants have been made 
with the consent of the Haverhill 
Electric Company, but we are of opin- 
ion that this consent did not amount 
to a waiver by said company of its 
right to object to the granting of a 
location in the public streets to the 
leather company. 

[6] In the absence of express re- 
striction, and with the evidence show- 
ing the intention of L. H. Hamel 
Company to use the proposed line for 
transmitting electricity to be distribut- 
ed and sold, at least to its tenants, we 
find that, as a practical matter, the 
granting of the order in its existing 
form would incite further controversy, 
and would not promote the public in- 
terest. There was no evidence that 
the Haverhill Electric Company has 
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not been adequately serving the terri- 
tory of the city of Haverhill, or that 
the L. H. Hamel Leather Company 
and its tenants could not obtain ade- 
quate service at reasonable cost from 
that company. No such contention 
was even made. Therefore, we are 
compelled, in the exercise of sound 
discretion, to reverse the action of the 
municipal council. 

The city of Haverhill filed a docu- 
ment entitled “Requests for Rulings,” 
containing six requests which are here- 
in incorporated by reference. As to 
these we rule as follows: 

1. Denied. We are unable to de- 
termine, upon the evidence, that the 
order was intended to be granted for 
the transmission of electricity for pri- 
vate use only. 

2. Denied. 

3. Denied. There is a right of ap- 
peal under General Laws, Chap. 164, 
§ 88, in any city or town where a per- 
son other than the applicant is engaged 
in the manufacture or sale of elec- 
tricity. 

4. Granted. 

5. Granted, if the vote states that 
it is taken under General Laws, Chap. 
166, § 24, because that is another way 
of stating that the permit is granted 
for private use. 

6. Denied, as being too broad in its 
language. <A petition or vote might 
be so worded as to be self-contradic- 
tory. 

The L. H. Hamel Leather Company 
filed a letter containing nine requests 
for rulings, which are herein incor- 
porated by reference. As to these we 
rule as follows: 

1. Granted, on the understanding 
that General Laws, Chap. 164, § 88 
also applies. 
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2. Granted. 

3. Granted. 

4. Granted, on the understanding 
that the discretion of the Department 
on appeal under § 88 supersedes the 
discretion of the aldermen. 

5. Denied as immaterial. 

6. Denied. The matter comes be- 
fore the Department for its considera- 
tion anew. 

7. Denied. 

8. Denied as immaterial upon the 
facts found. 

9. Denied. 


Therefore, after due notice, public 
hearing, investigation, and considera- 
tion, it is 

Ordered: That the appeal of the 
Haverhill Electric Company be and 
the same hereby is sustained and the 
order, dated March 9, 1943, of the 
municipal council of the city of Haver- 
hill, constituting its board of aldermen, 
in so far as it grants to L. H. Hamel 
Leather Company permission to lay 
electric wires under public ways in 
said Haverhill, be and the same here- 
by is annulled. 





UNITED STATES SUPREME COURT 


John W. Noble, Doing Business as Noble 
Transit Company 


United States of America et al. 


[No. 511.] 


(— US —, 87 L ed —, 63 S Ct 950.) 


Certificates of convenience and necessity, § 62 — Prescriptive rights — Motor Car- 


rier Act. 


One whose operation as a contract carrier by motor vehicle, on the effective 
date of the Federal Motor Carrier Act, was in the service of a particular 
type or class of shippers for whom he transported goods of a miscellaneous 
character is not entitled under the “grandfather clause” of the act to a 
permit entitling him to haul the same items in the specified territorial limits 
for anyone who may choose to employ him. 


[May 3, 1943.] 
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PPEAL from judgment dismissing complaint to review re- 
FA. strictive provisions of an order of the Interstate Commerce 
Commission granting a permit to operate as a contract motor 


carrier ; 


APPEARANCES: Charles A. Let- 
hert, of St. Paul, Minnesota, and C. 
D. Todd, Jr., of Washington, D. C., 
argued the cause for appellant; Allen 
Crenshaw, of Washington, D. C., 
argued the cause for appellee United 
States of America and Interstate Com- 
merce Commission; Franklin R. Over- 
myer, of Chicago, Illinois, argued the 
cause for appellees Regular Common 
Carrier Conference, etc. 


Mr. Justice Doucias delivered the 
opinion of the court: This is an ap- 
peal * from the judgment of a 3-judge 
court ([{1942] 45 F Supp 793) 
which dismissed a complaint filed by 
appellant to review and annul certain 
restrictive provisions of an order of 
the Interstate Commerce Commission 
[1941] 28 MCC 653), granting ap- 
pellant a permit to operate as a con- 
tract carrier by motor vehicle under 
the Motor Carrier Act of [August 9] 
1935 (49 Stat 543, Chap. 498, 49 
USCA § 301, 10A FCA title 49, 
§ 301), now designated as Part II of 
the Interstate Commerce Act. [ Sep- 
tember 18, 1940.] 54 Stat 919, Chap. 
722. 

Appellant filed an application for 
a permit as a contract carrier under 


affirmed. 
¥ 


the “grandfather” clause of § 209 
(a) of the act, 49 USCA § 309(a), 
10A FCA title 49, § 309(a). That 
section provides that if the contract 
carrier or his predecessor in interest 
“was in bona fide operation as a con- 
tract carrier by motor vehicle on July 
1, 1935, over the route or routes or 
within the territory for which appli- 
cation is made and has so operated 
since that time,” he shall be granted 
a permit without more. And § 209 
(b) provides that the Commission 
“shall specify in the permit the busi- 
ness of the contract carrier covered 
thereby and the scope thereof.” # 


The Commission found that appel- 
lant was not a common carrier of 
general commodities but a contract 
carrier * of specified commodities. It 
found in that connection that on and 
after July 1, 1935, appellant had been 
“in bona fide operation as a contract 
carrier” by motor vehicle “under in- 
dividual contracts” with persons who 
“operate food canneries or meat-pack- 
ing businesses, (a) of canned foods 
from Blue Island, Ill., to St. Paul, 
South St. Paul, Minneapolis, and 
Minnesota Transfer, Minn., and (b) 
of fresh meats, canned foods, dairy 
products, and packing-house products 





1 Sections 210 and 238 of that Judicial Code, 
28 USCA § 47a, § 345, 7 FCA title 28, § 47a, 
8 FCA title 28, § 345. 

2Section 209(b) also provides that the 
Commission shall attach certain terms, condi- 
tions and limitations to the permit. It goes 
on to state, however, that those conditions 
shall not “restrict the right of the carrier to 
substitute or add contracts within the scope 
of the permit, or to add to his or its equip- 
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ment and facilities, within the scope of the 
permit, as the development of the business 
and the demands of the public may require.” 
e 3 The term “contract carrier” is defined by 
§ 203(a)(15), 49 USCA § 303(15), 10A 
FCA title 49, § 303(15) as “any person which, 
under individual contracts or agreements,” 
engages in the transportation by motor vehicle 
of “passengers or property in interstate or 
foreign commerce for compensation.” 
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and supplies, from South St. Paul to 
Grand Forks, N. .Dak., Chicago and 
Rockford, Ill., and points in that por- 
tion of Wisconsin on and east of the 
Mississippi river from the intersec- 
tion of the Wisconsin-Illinois-lowa 
state lines near Dubuque, Iowa, to La 
Crosse, Wis., and U. S. Highway 53 
from La Crosse to Cameron, Wis., 
and on and south of U. S. Highway 
8, and (c) of the commodities de- 
scribed in (b) from Chicago to St. 
Paul, Minneapolis, South St. Paul, 
Winona, and Rochester, Minn., and 
La Crosse, Wis., over irregular 
routes ;’” 28 MCC at p. 660. The 


Commission accordingly found that 
appellant was entitled to a permit au- 
thorizing “the continuance of such 
operations.” 

Appellant’s chief objection to that 
limitation of his rights under the 
“grandfather” clause is that the Com- 


mission has restricted the shippers or 
types of shippers for whom he may 
haul the specified commodities. His 
argument comes down to this: once 
the territory which he may serve and 
the commodities which he may haul 
have been determined, he should be al- 
lowed to haul these commodities for 
any one he chooses within those ter- 
ritorial limits. In the present case 
appellant hauled under contract mis- 


cellaneous supplies for Swift & Co. . 


such as glue, paper, barrels, soap, bolts, 
thermometers, etc. His argument ac- 
cordingly is that he should be allowed 
to haul the same items for any other 
person in the territory, whatever may 
be the business of that person and ir- 
respective of the fact that appellant 
had never had any contract of carriage 
with him. 


The Commission at one time seems 
to have followed that view. Re Long- 
shore Contract Carrier (1937) 2 
MCC 480, 481. But it no longer does. 
Re Keystone Transp. Co. (1939) 19 
MCC 475, In the latter case the pow- 
er and duty of the Commission under 
§ 209(b) to specify in the permit “the 
business of the contract carrier covered 
thereby and the scope thereof” were 
reéxamined. It was held that that 
phrase meant “more than just the 
business of being a contract carrier 
within a defined territory. It is all- 
inclusive and connotes in addition to 
the business of being a contract car- 
rier the exact and precise character 
of the service to be rendered by such 
carrier.” 19 MCC 493. 

We agree. An accurate description 
of the “business” of a particular con- 
tract carrier and the “scope” of the 
enterprise may require more than a 
statement of the territory served and 
the commodities hauled. An accurate 
definition frequently can be made only 
in terms of the type or class of ship- 
pers served. Unless the words of the 
act are given that interpretation, per- 
mits under the “grandfather” clause 
may greatly distort the prior activities 
of the carrier. He who was in sub- 
stance a highly specialized carrier for 
a select few would be treated as a car- 
rier of general commodities for all 
comers, merely because he _ had 
carried a wide variety of articles. 
That would make a basic alteration 
in the characteristics of the enter- 
prise of the contract carrier—a change 
as fundamental as we thought was 
effected by a disregard of the nature 
and scope of the holding out of the 
common carrier in United States v. 
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Carolina Freight Carriers Corp. 
(1942) 315 US 475, 86 L ed 971, 43 
PUR(NS) 423, 62 S Ct 722. If the 
business of the contract carrier were 
not defined in terms of the type or 
class of shippers served, that “sub- 
stantial parity between future opera- 
tions and prior bona fide operations” 
which is contemplated by the act 
(Alton R. Co. v United States [1942] 
315 US 15, 22, 86 L ed 586, 595, 
62 S Ct 432) would be frequently dis- 
regarded. The “grandfather” clause 
would be utilized not to preserve the 
position which the carrier had obtained 
in the nation’s transportation system, 
but to enlarge and expand the busi- 
ness beyond the pattern which it had 
acquired prior to July 1, 1935. The 
result in the present case would be 
a conversion for all practical purposes 
of this contract carrier into a common 
carrier—a step which would tend to 
nullify a distinction which Congress 
has preserved throughout the act. If 
such a metamorphosis is to be effect- 
ed or if the appellant is to obtain a 
permit broader than the actual scope 


of his established business, the show. 
ing required by other provisions of the 
act must be made. See § 206(a), 
§ 207, and § 209(b), 49 USCA 
§§ 306(a), 307, 309(b), LOA FCA 
8§ 306(a), 307, 309(b). 

Since the Commission did not ap- 
ply an incorrect standard in defining 
the nature of appellant’s business and 
its scope,* our function is at an end. 
The precise delineation of an enter- 
prise which seeks the protection of the 
“grandfather” clause has been re- 
served for the Commission. United 
States v. Maher (1939) 307 US 148, 
83 L ed 1162, 28 PUR(NS) 95, 59 
S Ct 768; Alton R. Co. v. United 
States, supra; United States v. Caro- 
lina Freight Carriers Corp. supra. 

We have considered the other ob- 
jections raised by the appellant and 
find them without merit. 


Affirmed. 


Mr. Justice Murphy took no part in 
the consideration or decision of this 
case. 





#We do not accede to the suggestion that 
the permit specification clause in § 209(b) is 
applicable only to new operators, not to 
“srandfather” applicants. The Commission 
has consistently taken the view that it covers 
both. Re Motor Convoy (1937) 2 MCC 197, 
200; Re Wray Wible (1938) 7 MCC 165, 
168; Re Hunter (1938) 13 MCC 109, 112, 113; 
Re Marine Trucking Co. (1939) 17 MCC 615. 
That interpretation is entitled to “great 
weight.” United States v. American Truck- 


ing Associations (1940) 310 US 534, 549, 84 
L ed 1345, 1354, 35 PUR(NS) 486, 60 S Ct 
1059. It is consistent with the wording of 
§ 209. Paragraph (a) requires a contract 
carrier to have a “permit” in order to operate 
as such; and it requires the Commission to 
issue the permit “without further proceedings, 
if application for such permit is made to the 
Commission as provided in paragraph (b)” 
within the prescribed time limitation, 
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WASHINGTON GAS LIGHT CO. v. BYRNES 


UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA 


Washington Gas Light Company 


Vv 


James F. Byrnes, Director of Economic 
Stabilization et al. 


[Nos. 8501-8504.] 
(— US App DC —, — F(2d) —.) 


Rates, § 649 — Notice to government agency — Increase during war. 


1. A Commission order of October 13, 1942 (46 PUR(NS) 1) authorizing 
an increase in rates complied with the Act of October 2, 1942 amending the 
Emergency Price Control Act of 1942 to require notice to the President 
or his representative and consent to intervention in rate proceedings when a 
rate increase is proposed, where the case was subsequently reopened and the 
Price Administrator was notified and had an opportunity to be heard in the 
reopened proceeding and where the amendatory act brought no substantial 
change in the parties to the proceeding, since the Administrator of the Office 
of Price Administration who was designated to represent the Director of 
Economic Stabilization, after the passage of the amendatory act, had been 
in the proceeding from the beginning and was represented both before and 
after the passage of the amendment by the same attorney, p. 38. 


Appeal and review, § 53 — Judicial decree —- Absence of Commission record on 
appeal — Grounds for reversal. 

2. A judgment reversing an order granting a rate increase should not be 
reversed on the ground that the judge did not have the Commission record 
of the case physically before him at the time of his decision, where the ma- 
terial parts of the record were brought to the attention of the judge at the 
time of the hearing and before his decision was rendered, and where it ap- 
peared that he had made a close examination of the record when a motion 
to reconsider the decision was before him and he had found nothing therein 
to alter the opinion which he had already reached, p. 38. 


Rates, § 72.1 — Powitrs of Commission — Price Control Act — Increase during 
war. 

3. Consideration must be given to the underlying purpose of the original 
Emergency Price Control Act of 1942 in determining whether the powers of 
the Commission to regulate utility rates were cut down and restricted by the 
Act of October 2, 1942 amending the Emergency Price Control Act of 1942 
so that it can grant an increase in rates only to the extent that it finds it 
necessary to aid in the effective prosecution of the war or to correct gross 
inequities, p. 40. 


Rates, § 72.1 — Powers of Commission — Price Control Act — Increase during 
war. 
4. Consideration must be given to the cognate purpose of the Act of October 
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2, 1942 amending the Emergency Price Control Act of 1942 in determining 
the power of the Commission to grant an increase in utility rates during war, 


p. 40 


Rates, § 72.1 — Powers of Commission — Price Control Act — Increase during 
war. 


5. The Commission, in passing on an application for authority to increase 
rates, is not bound by the standard of the Act of October 2, 1942 amending 
the Emergency Price Control Act of 1942 (furtherance of the war or cor- 
rection of gross inequities), since that standard is set for the guidance of 
the President and not for the regulatory agencies, p. 40. 


Rates, § 72.1 — Powers of Commission — Price Control Act. 


6. Utility rates were excluded from the subject matter over which the 
Price Administrator was given broad powers of control in the Emergency 
Price Control Act of 1942, p. 40. 


Rates, § 72.1 — Powers of Commission — Price Control Act — Notice to Federal 
authorities. 


7. Commission power to fix utility rates was left unchanged by the Act of 
October 2, 1942 amending the Emergency Price Control Act of 1942, except 
that the designated agency of the President was given the right to intervene 
and be heard in any rate proceeding before any increase in rates in force on 
September 15, 1942, could be made effective, p. 40. 


Rates, § 72.1 — Powers of Commission — Price Control Act. 


8. The standard applicable to price regulation by the President after Sep- 
tember 15, 1942, was not also imposed upon regulatory Commissions gen- 
erally and upon the Public Utilities Commission of the District of Columbia 
in particular, since such purpose was not expressed in the act and the latter’s 
powers had been fixed by Congress and repeals by implication are not fa- 
vored, p. 40. 


Rates, § 72.1 — Powers of Commission — Price Control Act — Notice to Federal 
authorities. 


9. The Act of October 2, 1942 amending the Emergency Price Control Act 
of 1942 clearly recognized the power of Commissions to fix utility rates 
and left this power undisturbed except that it imposed upon utilities seeking 
a rate increase the duty to give thirty days’ notice to the President’s agency 
or to consent to its timely intervention before any general increase in rate, 
effective on September 15, 1942, could be made in a rate proceeding, p. 40. 


Appeal and review, § 53 — Commission findings — Conclusiveness of findings. 


10. Commission findings may not be set aside by the courts where there 1s 
evidence to support them, p. 46. 


Rates, § 181.1 — Increases during war — Inflationary effect — Increases in operat- 
ing costs. 


11. The risk of such inflation as may be expected to follow from an increase 
of 147 of 1 per cent in utility rates was amply justified where the Commission 
found that the utility could not finance its needs and install the extensions 
required to fill the demands of the area unless a decline in earnings were 
arrested and the principles of a sliding scale arrangement, previously es- 
tablished by the Commission on which the credit position of the company 
depended, were preserved, p. 46. 
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Rates, § 44.1 — Price Control Act — Intervention by President’s representative — 
Scope of proceeding. 

12. The right to intervene in a rate proceeding conferred upon the Price 
Administrator by the Act of October 2, 1942 does not include the power to 
compel the Commission to undertake a complete rate investigation against 
its better judgment, much less an investigation upon lines contrary to the 
governing statute, p. 47. 

Rates, § 72.1 — Powers of Commission — Price Control Act. 
13. Congress, in passing the Act of October 2, 1942, did not intend to ab- 
rogate or repeal the powers given to the Commission by statute to fix rea- 
sonable fares and just rates for utilities in the District of Columbia by giving 
the Price Administrator the right to compel a complete overhauling of the 
established practice of the Commission and the adoption of a new and dif- 
ferent standard, where experience had shown that the prevailing practice 
was adequate to secure the objective of adequate service with a fair rate 
of return on the utility’s investment, p. 47. 


Rates, § 45 — Commission powers — Limitations on powers. 


14. The power to fix rates is a legistative power which has been delegated 
by Congress to the Commission and, in its exercise within constitutional lim- 
its, the discretion of the Commission may not be controlled even by the 
courts, nor can the Commission be confined to any particular standard or 
method in the field of its discretion, p. 47. 

Rates, § 645 — Scope of proceeding — Price Control Act — Increase during war. 
15. The refusal of the Commission, in a proceeding involving a rate increase 
pursuant to a sliding scale arrangement previously established, to suspend 
the application of the sliding scale, to reéxamine its basis in a complete in- 
vestigation of all the elements that enter into the determination of a utility 
rate, and to ignore the reasonable needs of the utility in the meantime, was 
reasonable and legal and well within its lawful discretion, p. 47. 


(Miter, J., dissents.) 
[July 26, 1943.] 


PPEAL from judgment reversing and remanding Commission 
A orders authorizing higher gas rates under sliding scale 
arrangement and limiting participation by Federal officers in rate 
proceeding, reversed and remanded. For decision authorizing 
rate increase, see (1942)46 PUR(NS) 1; and for subsequent 
proceedings based on Emergency Price Control Act of 1942, see 
(1942) 46 PUR(NS) 45, 50, and (1943) 48 F Supp 703, 

47 PUR(NS) 1. 


¥ 


APPEARANCES: E. Barrett Pretty- 
man, with whom F. G. Awalt, Ray- 
mond Sparks, and C. Oscar Berry 
were on the brief, for appellant in 


Nos. 8501 and 8503. Stoddard M. 
Stevens, Jr., of the Bar of the state 
of New York, who was allowed to 


appear for appellant in Nos. 8501 and 
8503, pro hac vice, by special leave of 
court, was also on the brief; Lloyd B. 
Harrison, Special Assistant Corpora- 
tion Counsel, D. C., with whom Rich- 
mond B. Keech, Corporation Counsel, 
D. C., and Vernon E. West, Principal 
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Corporation Counsel, D. C., were on 
the brief, for appellant in Nos. 8502 
and 8504; Harry R. Booth, Utilities 
Counsel, Office of Price Administra- 
tion, and David F. Cavers, Assistant 
General Counsel, with whom George 
J. Burke, General Counsel, W. Rus- 
sell Gorman, and Howard S. Gutt- 
mann were on the brief, for the appel- 
lee in each case, and appeared by au- 
thority of the Price Administrator.’ 

Before Groner, C. J., Soper, Cir- 
cuit Judge sitting by designation, and 
Miller, Associate Justice. 


Soper, C. J.: These appeals are 


brought to test the validity of an in- 
crease in gas rates in the District of 
Columbia authorized by the Public 
Utilities Commission of the District 
but objected to by the Director of Eco- 
nomic Stabilization and his represent- 


ative in this matter, the Administrator 
of the Office of Price Administration. 

. On October 13, 1942, 46 PUR 
(NS) 1, the Public Utilities Commis- 
sion, one Commissioner dissenting, 
issued an order whereby an increase 
of the rates and charges of Washing- 
ton Gas Light Company for the 12- 
month period beginning September 1, 
1942 was authorized. The order was 
passed in a proceeding instituted by 
the Commission on March 20, 1942, 
for the purpose of adjusting the rate 
of the company in conformity with a 
sliding-scale arrangement established 
by the order of the Commission on 
December 13, 1935 under the Public 
Utilities Act of the District of Colum- 
bia, §§ 43-317, D C. Code, 1940. 
The Commission then found the rate 
base as of June 30, 1935, exclusive of 
working capital, to be $21,000,000 


17 Fed Reg 7910. 
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and the fair rate of return to be 64 
per cent. Under the  sliding-scale 
plan the accounts of the company have 
been audited by the Commission an- 
nually since 1935 and the rate base 
has been kept up to date by adding 
new property at cost and by deducting 
retired property; and the earnings of 
the company for each 12-month period 
ending June 30th have been ascer- 
tained so as to fix the rates for the 
ensuing year beginning on September 
Ist according to the formula that if 
the return for the preceding year was 
greater or less than 6} per cent, the 
rates for the ensuing year would be 
decreased or increased in certain pro- 
portions. For example, if the return 
for the preceding year was between 
54 and 6 per cent, an increase would 
be made to raise the rate three-quar- 
ters of the way up to 64 per cent. 
In operation such a sliding-scale 
plan gradually works towards a rate 
base valued at cost since additions to 
the property are recorded at cost; and 
in periods of continuously rising 
prices, such as have prevailed since 
1935, the plan results in a rate base in 
each year of less than actual value at 
that time. In such a period the plan 
also produces less than the original 
rate of return fixed by the Commis- 
sion because estimated expenses for 
the ensuing year are placed at the level 
of the year that has just past. In 
actual experience in the District of 
Columbia the plan has resulted in re- 
ductions in rates for each year in the 
intervening period, except in 1937 
and in 1941. when no changes were 
made. The calculations made in Au- 
gust, 1942, showed that in the pre- 
ceding test year the company had 
earned 4.87 per cent on the rate base. 
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The Commission’s accountants re- 
ported that under the sliding-scale 
arrangement, disallowing all excess 
profits taxes, the company was enti- 
tled to an increase in rates of $326,- 
000 while the figures presented by the 
company showed that it was entitled 
to an increase of $383,000. The or- 
der of the Commission authorized an 
increase of $201,424.74. In other 
words, the increase allowed was ap- 
proximately $123,000 less than that 
indicated by the sliding scale. It is 
estimated that this increase will per- 
mit the company to make a net re- 
turn of 5.58 per cent on the rate base. 

The interest of the Director of 
Economic Stabilization and of the 
Administrator of the Office of Price 
Administration, referred to herein 


interchangeably as the Price Admin- 
istrator, grows out of the possible in- 


flationary effect of an increase of gas 
rates upon an increase of prices gen- 
erally which Congress sought to 
check by the passage of the Emer- 
gency Price Control Act of 1942 ap- 
proved January 30, 1942, 56 Stat 23, 
50 USCA (App.) § 901(a) et seq. 
and the amendment thereof by the In- 
flation Control Act of October 2, 
1942, 56 Stat —, 50 USCA (App.) 
§ 961 et seq. That the interest of the 
Price Administrator in this rate pro- 
ceeding is legitimate was recognized by 
the Commission from the beginning, 
although § 3902(c)(2) of the Price 
Control Act contains the express pro- 
vision that “nothing in this act shall 
be construed to authorize the regula- 
tion of rates charged by any 
common carrier or other public util- 
ity.” Counsel for the Price Admin- 
istrator was present at the pretrial 
conference on August 18, 1942, and 


throughout the subsequent hearings 
in August and September, and was 
given full opportunity to participate 
within the scope of the proceedings 
fixed by the Commission. The hear- 
ings came to a close on September 30, 
1942, and, as we have seen, the Com- 
mission’s decision and order were 
filed on October 13, 1942, supra. In 
this order the Commission directed 
the attention of the company to the 
following provision contained in the 
Amendatory Act of October 2, 1942, 
which had been passed in the mean- 
time: 

“The President may, except as 
otherwise provided in this act, there- 
after provide for making adjustments 
with respect to prices, wages, and 
salaries, to the extent that he finds 
necessary to aid in the effective prose- 
cution of the war or to correct gross 
inequities: Provided, That no com- 
mon carrier or other public utility 
shall make any general increase in its 
rates or charges which were in effect 
on September 15, 1942, unless it first 
gives thirty days’ notice to the Presi- 
dent, or such agency as he may desig- 
nate, and consents to the timely inter- 
vention by such agency before the 
Federal, state, or municipal author- 
ity having jurisdiction to consider 
such increase.” (50 USCA (App.) 
§ 961.) 

By executive order promulgated on 
October 3, 1942, under this quoted 
provision of the amendatory act, 7 
Fed Reg 7871, the President estab- 
lished the Director of Economic Sta- 
bilization and designated him as the 
agency to receive notice of any in- 
crease in public utility rates; and on 
October 14, 1942, the Director desig- 
nated the Price Administrator as his 
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representative in proceedings affect- 
ing utility rates. On October 14 the 
company gave the required thirty days’ 
notice of the proposed increase to the 
Price Administrator and he prompt- 
ly made application that he be al- 
lowed to intervene in the proceeding 
and that the order of the Commission 
of October 13, 1942, supra, increas- 
ing the rate be vacated. The Com- 
mission, by order of October 23, 
1942, 46 PUR(NS) 45, reopened 
the case for the purpose of receiving 
from the Price Administrator addi- 
tional evidence relating to the infla- 
tionary effect, if any, of the increase 
in rate previously authorized, and 
granted intervention for this pur- 
pose; and the formal consent of the 
company to the intervention was filed 
on October 30, 1942. Additional 
hearings were held on two days at 


which little change was made in the 
evidence, and on November 9, 1942, 
46 PUR(NS) 50, the Commission 
refused to vacate its order of October 


13, 1942. Subsequently, petitions 
for reconsideration were filed on be- 
half of the Price Administrator and 
the Director, and these petitions were 
denied by the Commission on No- 
vember 16, 1942. The result was 
that effect was then given to the or- 
der of October 13, 1942, increasing 
the rates for the 12-month period be- 
ginning September 1, 1942, which 
had been under reconsideration during 
the reopening of the proceedings. 
Both the Director and the Price Ad- 
ministrator appealed to the district 
court under the provisions of Title 
43-705 of the District Code, from the 
order of October 13, 1942, allowing 
the increase, and also from the order 


of October 23, 1942, supra, reopening 
50 PUR(NS) 


the proceedings for the limited pur- 
pose indicated. The district court, 
after hearing, decreed that the order 
of the Commission be vacated but 
stayed its judgment pending appeal to 
this court, upon agreement of the 
company to make proper refund to 
consumers if the decision should be 
affirmed. Subsequently it appeared 
that the certified copy of the proceed- 
ings before the Commission was not 
actually before the district court at 
the time of its hearing and decision, 
as contemplated by Title 43-705 of 
the District Code, and thereupon a 
motion was filed by the Commission 
and the company for a reconsidera- 
tion of the court’s decision, but this 
petition was denied. The appeals of 
the Director of Economic Stabiliza- 
tion and of the Price Administrator 
from both of the orders of the Com- 
mission constitute the subject matter 
now before this court. 

[1, 2] Two contentions advanced 
by the opposing parties to this appeal 
will first be considered because they 
go to the form rather than the sub- 
stance of the controversy and in our 
opinion are devoid of merit. On be- 
half of the Price Administrator it is 
contended that the judgment of the 
district court should be sustained be- 
cause the Commission’s order of 
October 13, 1942, authorizing an in- 
crease in the rates was issued after 
the passage of the Act of October 2, 
1942 without complying with the re- 
quirements of that act for prior no- 
tice to the President’s agency and 
consent on the part of the utility to a 
timely intervention by the agency in 
the proceeding before the Commis- 
sion. This recital of facts is correct 
as far as it goes but it takes no ac- 
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count of the notice served on the 
Price Administrator on October 14, 
1942 or of the reopening of the case 
and the intervention of the Price 
Administrator and the opportunity 
afforded him to be heard during the 
period ending November 16, 1942, 
when the reopened proceedings came 
to an end and the Commission finally 
determined to stand by its order of 
October 13, 1942. The notice of 
October 14, 1942 was thus given 
thirty days before the final determina- 
tion of the Commission. Moreover 
the contention ignores the fact that 
the amendatory act brought about no 
substantial change in the parties to 
the proceeding, since the Administra- 
tor of the Office of Price Administra- 
tion, who was designated to repre- 
sent the Director of Economic Stabi- 
lization after the passage of the 
amendatory act, had been in the pro- 
ceeding from the beginning and was 
represented both before and after the 
passage of the amendment by the 
same attorney. Everything that 
could be said by the Director of Eco- 
nomic Stabilization in opposition to 
the increase of rates had already been 
said by the Administrator of the Of- 
fice of Price Administration through- 
out the proceeding and was reaf- 
firmed after the intervention of the 
Director. In short, the contention 
does not go to the substance of the 
matter and the provisions of the 
amendatory act requiring prior notice 
and consent to intervention by the 
Presidential agency were complied 
with. 

On the other hand, a contention of 
the Commission and of the company 
that the decree of the district judge 
should be reversed because he did not 


have the record of the case before the 
Commission physically before him at 
the time of his decision is also with- 
out substantial merit. It is based up- 
on Title 43-705 of the District Code 
that any appeal from a decision of the 
Commission shall be heard upon the 
record before the Commission, and 
that no new evidence shall be re- 
ceived. Reliance is also placed upon 
decisions which hold that there is an 
absence of due process if the judg- 
ment of a court is not based upon a 
consideration of the record. Morgan 
v. United States (1936) 298 US 
468, 80 L ed 1288, 56 S Ct 906; 
(1938) 304 US 1, 23, 82 Led 1129, 
1135, 23 PUR(NS) 339, 346, 58 
S Ct 773, 999. We think it is clear, 
however, that the material parts of 
the record were in effect brought to 
the attention of the district judge at 
the time of the hearing and before 
his decision was rendered. There is 
in fact no contention that he was not 
substantially advised of the merits of 
the controversy from the briefs and 
argurients of counsel. Moreover, it 
appears that he made a close examina- 
tion of the record when the motion to 
reconsider the decision was before 
him and found nothing therein to 
alter the opinion which he had al- 
ready reached. Under these circum- 
stances it is obvious that the objec- 
tion is formal rather than substantial, 
and that no good purpose would be 
served by remanding the case to the 
district judge for further considera- 
tion. 


The important issue in the case 
turns upon the action of the Com- 
mission in confining the rate investi- 
gation to an application of the sliding 
scale to prevailing conditions and a 
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consideration of the possible infla- 
tionary effect of a price increase, and 
in refusing a demand of the Price 
Administrator that a thoroughgoing 
examination be made into the rate 
base, the rate of return, operation ex- 
penses and depreciation, and all other 
matters relative to the establishment 
of a fair return. The position of the 


Price Administrator is based in part 
on his interpretation of the price con- 
trol statutes and in part upon his 
contention that he was denied the full 
rights of an intervenor to which he 
was entitled under the amendatory act. 

[8-9] With respect to interpreta- 
tion* the Price Administrator con- 
tends, on the strength of a clause con- 





2The particular provisions of the Emer- 
gency Price Control Act of January 30, 1942, 
and of the amendatory act of October 2, 
1942, which are interpreted herein, are as fol- 


lows: 
Act or January 30, 1942 

Section 1 (a) It is hereby declared to be in 
the interest of the national defense and se- 
curity and necessary to the effective prosecu- 
tion of the present war, and the purposes of 
this act are, to stabilize prices and to prevent 
speculative, unwarranted, and abnormal in- 
creases in prices and rents; to eliminate and 
prevent profiteering, hoarding, manipulation, 
speculation, and other disruptive practices re- 
sulting from abnormal market conditions or 
scarcities caused by or contributing to the 
national emergency; to assure that defense ap- 
propriations are not dissipated by excessive 
prices ; to protect persons with relatively fixed 
and limited incomes, consumers, wage earners, 
investors, and persons dependent on life in- 
surance annuities, and pensions, from undue 
impairment of their standard of living; to 
prevent hardships to persons engaged in busi- 
ness, to schools, universities, and other insti- 
tutions, and to the Federal, state, and local 
governments, which would result from ab- 
normal increases in prices; to assist in secur- 
ing adequate production of commodities and 
facilities; to prevent a post emergency col- 
lapse of values; to stabilize agricultural prices 
in the manner provided in § 3; and to permit 
voluntary codperation between the government 
and producers, processors, and others to ac- 
complish the aforesaid purposes. ; 

Section 2 (a) Whenever in the judgment of 
the Price Administrator (provided for in 
§ 201) the price or prices of a commodity or 
commodities have arisen or threaten to rise 
to an extent or in a manner inconsistent with 
the purposes of this act, he may by regulation 
or order establish such maximum price or 
maximum prices as in his judgment will be 
generally fair and equitable and will effectuate 
the purposes of this act. So far as practicable, 
in establishing any maximum price, the Ad- 
ministrator shall ascertain and give due con- 
sideration to the prices prevailing between 
October 1 and October 15, 1941 . . . for 
the commodity or commodities included under 
such regulation or order, and shall make ad- 
justments for such relevant factors as he may 
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determine and deem to be of general ap- 
plicability, including the following: Specula- 
tive fluctuations, general increases or decreases 
in costs of production, distribution, and trans- 
portation, and general increases or decreases 
in profits earned by sellers of the commodity 
or commodities, during and subsequent to the 
year ending October 1, 1941. . . 

Section 302 (c) Poovidid, That 
nothing in this act shall be construed to au- 
thorize the regulation of (1) compensation 
paid by an employer to any of his employees, 
or (2) rates charged by any common carrier 
or other public utility. ‘ 


Act or Ocroser 2, 1942 

Be it enacted by the Senate and House of 
Representatives of the United States of Amer- 
ica in Congress assembled, That in order to 
aid in the effective prosecution of the war, the 
President is authorized and directed, on or 
before November 1, 1942, to issue a general 
order stabilizing prices, wages, and salaries, 
affecting the cost of living; and, except as 
otherwise provided in this act, such stabiliza- 
tion shall so far as practicable be on the basis 
of the levels which existed on September 15, 
1942, The President may, except as other- 
wise provided in this act, thereafter provide 
for making adjustments with respect to prices, 
wages, and salaries, to the extent that he finds 
necessary to aid in the effective prosecution of 
the war or to correct gross inequities: Pro- 
vided, That no common carrier or other public 
utility shall make any general increase in its 
rates or charges which were in effect on Sep- 
tember 15, 1942, unless it first gives thirty 
days’ notice to the President, or such agency 
as he may designate, and consents to the time- 
ly intervention by such agency before the Fed- 
eral, state, or municipal authority having juris- 
diction to consider such increase. 

Section 2. The President may, from time to 
time, promulgate such regulations as may be 
necessary and proper to carry out any of the 
provisions of this act; and may exercise any 
power or authority conferred upon him by 
this act through such department, agency, or 
officer as he shall direct. The President may 
suspend the provisions of §§ 3(a) and 3(c) 
and clause (1) of § 302(c) of the Emergency 
Price Control Act of 1942 to the extent that 
such sections are inconsistent with the pro- 
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tained in § 1 of the amendatory act, 
that the powers of the Commission to 
regulate utility rates in the District of 
Columbia was cut down and restrict- 
ed by the amendment so that the Com- 
mission can now grant an increase in 
utility rates only to the extent that it 
finds it “necessary to aid in the effec- 
tive prosecution of the war or to cor- 
rect gross inequities.” In deciding 
this question consideration of course 
must be given to the underlying sal- 
utary purpose of the original act as 
shown in § 1 “to stabilize prices and 
to prevent speculative, unwarranted, 
and abnormal increases in prices and 
rents; to eliminate and prevent prof- 
iteering ee to protect 
persons with relatively fixed and lim- 
ited incomes, consumers, wage earn- 
ers, investors from undue 


impairment of their standard of liv- 


ing ; to assist in securing ad- 
equate production of commodities 
and facilities.” It is also necessary 
to give proper weight to the cognate 
purpose of the amendatory act as 
shown by § 1 thereof to supplement 
and further effectuate the purpose of 
the original act and to aid in the effec- 
tive prosecution of the war by enlarg- 
ing the power of the President and 
authorizing him to issue a general 
order “stabilizing prices, wages, and 
salaries, affecting the cost of living”; 
such stabilization “except as otherwise 
provided in this act” to be as far as 
practicable “on the basis of the levels 
which existed on September 15, 
1942.” The subsequent period was 
taken care of by giving the President 


power “except as otherwise provided 
in this act” thereafter to “provide for 
making adjustments with respect to 
prices, wages, and salaries, to the ex- 
tent that he finds necessary to aid in 
the effective prosecution of the war or 
to correct gross inequities.’ This 
grant of power is subject to the pro- 
viso that no public utility “shall make 
any general increase in its rates or 
charges which were in effect on Sep- 
tember 15, 1942, unless it first gives 
thirty days’ notice to the President or 
such agency as he may designate, and 
consents to the timely intervention by 
such agency before the Federal, state, 
or municipal authority having juris- 
diction to consider such increases.” 
The contention of the Price Ad- 
ministrator is that this section first 
gives the power to the President to 
stabilize all prices, including utility 
rates, on the levels existing on Sep- 
tember 15, 1942, and then sets up a 
definite standard for subsequent ad- 
justments ; and that the proviso mere- 
ly alters the method whereby increases 
in utility rates may be made, by tak- 
ing the power away from the Presi- 
dent and giving it to the Commission, 
but retains the standard which must 
be applied to all increases whether au- 
thorized by the President or the Com- 
mission. This construction, how- 
ever, is seen to be strained and un- 
natural when all the relevant pro- 
visions of the original act and of the 
amendatory act are taken into con- 
sideration. In the first place it is 
noteworthy that the standard specified 
in § 1 of the amendatory act as the 





visions of this act, but he may not under the 
authority of this act suspend any other law 
or part thereof. 

Section 7(c) Nothing in this act shall be 
construed to invalidate any provision of the 


Emergency Price Control Act of 1942 (except 
to the extent that such provisions are sus- 
pended under authority of § 2), or to invali- 
date any regulation, price schedule, or order 
issued or effective under such act. 
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necessary basis for a price increase, 
that is, the furtherance of the war or 
correction of gross inequities, is set 
for the guidance of.the President and 
not for the regulatory agencies. To 
find their governing standards re- 
course must be had to the statutes 
creating them and outlining their 
powers. Congress had in mind in 
passing the original act that utility 
rates are subject in the District of 
Columbia and almost everywhere else 
to the control of regulatory bodies and 
are, therefore, not exposed to ‘‘spec- 
ulative, unwarranted, and abnormal 
increases.” | Accordingly Congress 


provided in § 302(c) of the act “that 
nothing in this act shall be construed 
to authorize the regulation of (1) 
compensation paid by an employer to 
any of his employees or (2) rates 
charged by any common carrier or 


” 


other public utility, ; 

In contrast with this limitation is 
the power conferred upon the Price 
Administration by § 2(a) of the 
original act to establish the maximum 
price of a commodity which has risen 
or threatens to rise to an extent in- 
consistent with the purposes of the 
act, giving due consideration to the 
prices prevailing between October 1 
and October 15, 1941, and the fur- 
ther power to make subsequent ad- 
justments for relevant factors, in- 
cluding speculative fluctuations, gen- 
eral increases or decreases in cost of 
production, etc., during the year end- 
ing October 1, 1941. It is obvious 
that utility rates were excluded from 
the subject matter over which the 
Price Administrator was given broad 
powers of control in the original act. 

It is equally clear that the power of 
regulatory bodies to fix utility rates 
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was left unchanged by the amendatory 
act except that the designated agency 
of the President was given the right 
to intervene and to be heard in any 
rate proceeding before any increase in 
rate in force on September 15, 1942 
could be made effective. Power was 
given to the President to stabilize 
prices at the levels of September 15, 
1942 “except as otherwise provided 
by this act;’ and power was also 
given him to make adjustments there- 
after if he should find it necessary to 
expedite the war or correct inequities 
“except as otherwise provided in this 
act.” The other provisions, to which 
these exceptions relate, include § 2 of 
the amendatory act wherein the Pres- 
ident was given power to suspend the 
provisions of § 3(a) and § 3(c), and 
clause 1 of § 302(c) but was denied 
authority to suspend any other law or 
part thereof. Also relevant to these 
exceptions is § 7(c) which expressly 
provides that nothing in the act shall 
be construed to invalidate any provi- 
sion of the original act except to the 
extent that such provisions may be 
suspended under the authority of § 2. 
As we have seen, clause 302(c) of the 
original act forbade the regulation of 
(1) compensation paid by an employ- 
er to his employees and (2) rates 
charged by any public utility. For 
our purposes it is especially significant 
that although the President was given 
power to nullify the prohibition 
against the regulation of wages con- 
tained in the original act the power 
to nullify the prohibition in that act 
against the regulation of utility rates 
was denied him. 

No room is left for the argument 
that the standard applicable to price 
regulation by the President after 
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September 15, 1942 was also imposed 
upon regulatory Commissions gen- 
erally and upon the Public Utilities 
Commission of the District of Colum- 
bia in particular. If such had been 
the purpose of Congress there is no 
good reason why it failed to express 
it, especially as the powers of the 
Commission had already been fixed 
by Congress itself in the Public Utility 
Act of the District of Columbia, and 
repeals by implication are not favored. 
Even more persuasive is the proviso 
in § 1 of the amendatory act, which 
is the only part of the act that ex- 
pressly refers to public utilities and 
increases in rates over those in effect 
on September 15, 1942. This proviso 
clearly recognized the power of the 
Public Utilities Commission of the 
District of Columbia and other reg- 
ulatory bodies to fix utility rates, and 
leaves this power undisturbed except 
that it imposes upon utilities seeking 
an increase the duty to give thirty 
days’ notice to the President’s agency, 
and to consent to its timely interven- 
tion before any general increase in 
rate in effect on September 15, 1942, 
can be made in a rate proceeding. A 
corollary of this duty of the utility is 
of course the duty of the regulatory 
body to accord the intervenor a fair 
hearing. 


The the 


legislative 
amendatory act of October 1, 1942 


history of 


supports this conclusion. When the 
bill was before the Senate, Senator 
Norris submitted an amendment which 
was adopted by the Senate that pro- 
vided that rates charged by a public 
utility should not be increased with- 
out the consent of the President. But 
this amendment was rejected when the 
bill went into conference, and the 


proviso in § 1 of the act as it now 
stands was substituted. When the 
conference report was returned to the 
Senate the subject was discussed at 
length by Senator Norris and certain 
interchanges took place between him 
and Senator Brown during the debate. 
The latter is party to the pending ap- 
peal in his capacity as Administrator 
of the Office of Price Administration. 
It clearly appears from their remarks 
that the senators understood that the 
opportunity afforded the President’s 
representative to intervene in a rate 
hearing did not confer upon him the 
power to participate in the decision 
or to control the proceeding, but 
merely the right to show that an in- 
crease in rates would tend to increase 
the cost of living and thereby impair 
the stabilizing effect of the govern- 
ment’s price regulation, with the right 
of appeal where the Commission’s ac- 
tion is reviewable by the courts. In 
short, as Senator Norris expressed it, 
the act conferred no technical relief 
but only a great moral effect which 
would flow from an unwarranted op- 
position of a regulatory Commission 
to the efforts of the Price Adminis- 
trator to check inflation. See 88 
Cong. Rec. 155, 7443, 7877-8, 7901, 
7971, 7973, et seq. 

It will be perceived that this in- 
terpretation gives effect to the proviso 
in that it preserves the power of the 
regulatory body, while exposing it to 
the public appeal of a government of- 
ficial charged with the administration 
of an act of Congress designed to pro- 
tect the welfare of the entire nation. 
The record in this case shows that the 
intervention of the Price Adminis- 
trator was not without influence or 
effect. The Commission was not ob- 
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livious to the economic conditions 
consequent upon the war and did not 
disregard them in formulating its 
findings and opinion. It pointed out 
that its responsibilities were twofold, 
that is, to determine what increase, if 
any, the company was entitled to un- 
der the sliding scale for the ensuing 
year and also to give recognition to 
the existing economic situation and 
the ability of the company to finance 
needed plant extension and render 
adequate service to consumers at the 
nation’s capital. The intervention and 
assistance of counsel for the Price 
Administrator were noted and find- 
ings, supported by substantial evi- 
dence, were made to the following pur- 
port and effect: 

The Commission’s accountant com- 
puted that the company was entitled 
under the sliding scale to a rate in- 
crease of $324,718.06, while the com- 
pany’s accountants computed that the 
increase should be $381,597. The dif- 
ference between these amounts was 
caused by certain adjustments of 
operating expenses and taxes made by 
the Commission’s accountant, which 
the Commission adopted. The Com- 
mission, however, did not allow even 
the full amount of the increase indi- 
cated by its accountant’s calculation, 
but deducted the additional sum of 
$123,293.32, making the net increase 
$201,424.74. This result was accom- 
plished (except for the deduction of 
one negligible item) by including ac- 
cruals for Federal income taxes at the 
rate of 31 per cent for the last six 
months of the test year ending June 
30, 1942, instead of 40 per cent as 
provided by the sliding scale. On this 
point the Commission said: 

“However, present-day conditions 
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compel us to consider whether ac- 
cruals for Federal income taxes at 
rates considerably higher than rates 
in effect in previous years should be 
allowed in their entirety for rate- 
making purposes. Much has _ been 
said recently regarding the allowance 
of Federal income taxes on a normal- 
year basis rather than on the basis 
prevailing in a so-called ‘abnormal 
year.’ Our difficulty here lies in the 
necessity for making a distinction be- 
tween normal and abnormal taxes. 
It is true that rates of taxation im- 
posed during the year 1941 and pro- 
posed for the year 1942 are substan- 
tially in excess of rates imposed in 
prior years. However, it requires 
very little imagination to foresee that 
the proposesd rate for 1942, while 
such rate is abnormal as compared 
with the rates in effect in prior years, 
may well be a normal or even a sub- 
normal rate for some years to come. 
After weighing all factors to the best 
of our ability, we conclude that for 
the purpose of determining the 
amount available for rate increase 
for the rate year beginning September 
1, 1942, the calculation of Federal 
income taxes for the test year under 
consideration (July 1, 1941, through 
June 30, 1942) at the rate of 31 per 
cent is reasonable. Such a calculation 
will result in a further decrease of 
$115,863.09 in adjusted operating ex- 
penses and will eliminate the adjust- 
ment of $4,929.39 to provide for in- 
crease in taxes under the provisions 
of § 6 of the sliding-scale arrangment. 


“With respect to excess profits 
taxes, we are of the opinion that no 
increase in rates should be predicated 
upon the liability of a utility for ex- 
cess profits taxes. For this reason we 
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have disallowed as an operating ex- 
pense for the test year ended June 30, 
1942 the excess profits tax of $43,- 
928.02, in order to prevent the di- 
rect inflationary effect which such al- 
lowance would invite. 

“The record indicates that the 
company will not be liable for excess 
profits tax for the year 1842.° hy 
(46 PUR(NS) 1, 10.) 

The Commission gave especial at- 
tention to the financial condition of 
the company and its need for addi- 
tional capital. In this respect it said: 

“There is still another and very 
important problem for consideration, 
namely the financial position of the 
company and particularly its ability 
to secure capital economically for the 
purpose of expanding its plant to meet 
the growing demands for gas service. 
We must weigh the necessity for an 


increase in rates against the broad 


problem of adequate service. Low 
rates are desirable only when coupled 
with adequate service, and such serv- 
ice cannot be rendered by the com- 
pany if it is unable to secure funds 
to provide the necessary additional fa- 
cilities. The District of Columbia 
has been characterized as the No. 1 
defense area of the United States, and 
it is vital that the company be in a 
position at all times to provide ade- 
quate service. 

“It is a matter of record that the 
company recently attempted to sell 
40,000 shares of $5 cumulative pre- 





8 The Commission eliminated from operat- 
ing expenses excess profits taxes paid by the 
company for the year 1941 although it recog- 
nized the equity of a contention of the com- 
pany that it would not have been liable for 
these taxes if the Commission had been in a 
position to act promptly on its application for 
the issuance of additional preferred stock in 
1941 to which reference is hereafter made. 


ferred stock, but was successful only 
to the extent of being able to sell 18,- 
206 shares of this stock. This was 
due to a number of factors and a 
recitation of events and facts preced- 
ing and subsequent to the offering of 
this stock shows that the financial 
position of the company merits our 
most serious consideration. 


“On January 17, 1941, the company 
filed an application with this Com- 
mission for authority to increase its 
capitalization by 90,000 shares of 
$4.25 preferred stock. Due principal- 
ly to the lack of a quorum on the Com- 
mission this application was not acted 
upon until March 26, 1942, Order No. 
2221, 43 PUR(NS) 435. At that 
time, due to depressed market condi- 
tions, the company was unable to sell 
this newly created stock and endeav- 
ored to sell 40,000 shares of its $5 
cumulative preferred stock with the 
result heretofore stated. In approv- 
ing the sale of the $5 stock the Com- 
mission considered, among other 
factors, the financial position of the 
company as of December 31, 1941. 
At that time income deductions and 
preferred dividends were earned 1.88 
times, and the earnings per share 
of common stock were $2.24. Our 
order was issued April 21, 1942, and 
income for the twelve months ended 
April 30, 1942, showed that income 
deductions and preferred dividend 
coverage had declined to 1.75 times, 
while earnings per share of common 
had declined to $1.96. For the 
twelve months ended July 31, 1942, 
the former figure had declined to 1.67 
times and the latter to $1.80. This 
decline in income is not due entirely 
to increased provision for Federal in- 
come taxes. Substantial increases in 
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the cost of labor and material have 
occurred during the period under dis- 
cussion, and such increases have been 
provided for only in part in the de- 
termination of the amount available 
for rate increase. Labor costs includ- 
ed in operating expenses for the test 
year under consideration exceed la- 
bor costs for the prior test year by 
more than $300,000, a part of which 
was attributable to the increased 
volume of business.” (46 PUR(NS) 
at pp. 11, 12.) 

Finally, after careful consideration 
of all factors having a bearing on the 
case, including the credit position of 
the company, the Commission reached 
the opinion that there should be an 
increase in rate of $201,424.74 under 
the sliding-scale arrangement. In re- 
spect to the potential inflationary in- 
fluence of this increase the Commis- 
sion said: 

“This increase in rates will not re- 
store the earnings of the company 
to the level obtaining prior to the de- 
cline, nor is it the intent of the slid- 
ing-scale arrangement to do so. It 
will, however, tend to arrest the de- 
cline and preserve the principles in- 
herent in the sliding-scale arrange- 
ment, on which, as heretofore stated, 
the credit position of the company 
depends in large measure. ; 
“The new domestic rates will re- 
sult in an average increase of 3 cents 
per month per customer. Domestic 
customers using 2,500 cubic feet or 
less per month will sustain no increase. 
Space-heating customers’ monthly 
bills for the 8-month heating season 
will be increased an average of 57 
cents for all customers. The typical 
space-heating customers’ bills will be 
increased by 72 cents per month for 
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the 8-month heating season. The 
average increase for commercial and 
industrial customers will amount to 
46 cents per month. The total in- 
crease for all customers is 2.28 per 
cent in excess of rates for the preced- 
ing year. 

“The cost of gas constitutes but 
1.17 per cent of the average cost of 
living in Washington, according to 
statistics of the Labor Department, 
and based on the percentage increase 
for gas service just stated the cost of 
living index would be increased by 
only about 1/37 of 1 per cent. We 


cannot conceive that such an increase 
would have material inflationary tend- 
encies.” 
14.) 
[10, 11] Manifestly, the order of 
the Commission was issued only after 
a deliberate and careful study of the 


(46 PUR(NS) at pp 13, 


factors affecting the business of the 
utility in wartime Washington with- 
out a trace of hasty or arbitrary con- 
duct on the Commission’s part. The 
findings of such an administrative 
agency, where there is evidence to 
support them, may not be set aside by 
the courts; Swayne & Hoyt v. United 
States (1937) 300 US 297, 304, 81 
L ed 659, 57 S Ct 478; Norfolk & W. 
R. Co. v. United States (1932) 287 
US 134, 77 L ed 218, 53 § Ct 52; 
American Teleph. & Teleg. Co. v. 
United States (1936) 299 US 232, 
81 L ed 142, 16 PUR(NS) 225, 57 
S Ct 170; and in this case the findings 
of the Commission in the application 
of the sliding scale are not seriously 
disputed. Indeed the Commission 
did not give the utility all the advan- 
tage to which the sliding scale entitled 
it. Thus, the Commission allowed 
accruals for income taxes at the rate 
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of 31 per cent although the sliding 
scale provided for an allowance of 40 
per cent; and this reduction cost the 
company $123,000 in revenue for the 
ensuing year. Moreover, substantial 
increases in the cost of labor and mate- 
rial, common to all kinds of business 
during the war, were compensated for 
only in part in determining the in- 
crease of rates allowed, so that it was 
held down to the sum of $200,000. 
The conservatism of this action is 
demonstrated by the finding of the 
Commission, based on convincing evi- 
dence, that the company could not 
finance its needs and install the ex- 
tensions required to fill the demands 
of the “No. 1 Defense Area of the 
United States,” unless the decline in 
earnings was arrested and the prin- 
ciples of the sliding-scale arrangement, 
on which the credit position of the 


company depended, were preserved. 
Viewed from this standpoint, it be- 
comes clear that the intervention of 
the Price Administrator was not in 


vain. Indeed it would be difficult 
to say that the Commission did not 
comply with the standard imposed 
by the amendatory act upon the ad- 
justment of prices other than utility 
rates, that the adjustment be found 
“necessary to aid in the effective 
prosecution of the war or to correct 
gross inequities.” Certainly the risk 
of such inflation as might be expected 
to follow from an increase of 1/37 
of 1 per cent in the cost of living in 
the District of Columbia was amply 
justified. 

[12-15] The principles of the slid- 
ing scale were the subject of careful 
consideration when it was proposed 
by the people’s counsel and accepted 
by the utility in 1935. Acceptance by 


the utility was necessary since the 
statute, District Code Title 43-306, 
required that the Commission value 
the property of a utility at its fair 
value and the sliding-scale arrange- 
ment eventuates in the course of time 
in a cost valuation. Title 43-317 per- 
mits a public utility to adopt a sliding 
scale of rates and dividends, if it is 
found by the Commission to be rea- 
sonable and just. Such an arrange- 
ment involves the basic elements of 
rate making, including a rate base, 
a fair rate of return, and a correct de- 
termination of revenues, expenses, 
and depreciation; and in its operation, 
capital additions and retirements as 
well as revenues and expenses are sub- 
ject to constant supervision and con- 
trol of the Commission. 

In the case of the Washington Gas 
Light Company, as we have seen, the 
system has brought about a reduction 
in rates in each year since 1935, ex- 
cept 1937 and 1941 when no change 
was made. All additions to the prop- 
erty have been entered at cost, and in 
the period of rising prices the gap 
between the present value of the prop- 
erty and the rate base allowed under 
the scale has widened. Likewise, the 
estimated expenses based in each 
year on the expenses of the preceding 
year have proved too small, and the 
rate of return has fallen to 4.87 per 
cent instead of 64 per cent allowed in 
1935. Meanwhile, the benefit of 
economies has been transferred to the 
consuming public, and the accumula- 
tion of a cash reserve by the com- 
pany to meet the growing demands of 
the community has been precluded. It 
was under these circumstances that 
the Commission held that the need for 
an increase of rates was imperative, 
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and that the sliding scale should be 
applied as it had been in previous 
years when it brought about a de- 
crease in rates. 

The district judge in his considera- 
tion of the case found no fault with 
the propriety of the sliding scale or 
the manner in which it has heretofore 
been applied by the Commission; but 
he held that the scale should now give 
way in deference to the congressional 
policy expressed in the price control 
statutes. On this point he said: 

“The sliding-scale arrangement is 
not a contract, certainly not one which 
binds the public. It must give way to 
public policy and to congressional en- 
actment which expresses that policy. 
The Commission in good faith has 
sought to fulfill its obligations under 
the sliding-scale arrangement but may 
have lost sight of the check upon it 
which has been voiced by Congress. 
I am not unmindful that the effort 
and the cost in bringing about the 
sliding-scale arrangement was very 
great. I think it was the result of 
fair and honest judgment and has been 
found to be a good, workable, and 
economical plan, but it must now be 
subjected to a test not previously re- 
quired.” (48 F Supp 703, 47 PUR 
(NS) 1, 5.) 

In view of the new statutes the 
judge concluded that it had become 
the duty of the Commission, upon the 
request of the Price Administrator, 
to reconsider the basic principles of 
the sliding scale, and that when the 
Commission refused to undertake this 
task, its action was “arbitrary and 
illegal.” As to the scope of the in- 
vestigation demanded by the Price 
Administrator the judge said: 

“The Price Administrator claims 
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that notwithstanding he was permit- 
ted to intervene the Commission nul- 
lified the permission by refusing to 
reconsider the basic principles of the 
sliding-scale arrangement in the light 
of the economic conditions and the 
government’s program to prevent in- 
flation. Appellants contend that by 
its rulings and pronouncements it 
limited its consideration to such data 
as would enable it to apply the formula 
of the sliding-scale arrangement in 
determining what rates were author- 
ized by the sliding-scale arrange- 
ment.” (47 PUR(NS) at p. 4). 

There can be no doubt that the judge 
correctly stated the position of the 
Price Administrator as demanding a 
full and exhaustive examination into 
the rate base, the rate of return, the 
operating expenses and method of de- 
preciation, and all other elements that 
usually enter into a utility rate in- 
vestigation by a regulatory Commis- 
sion. In his brief in this court the 
Price Adminisrtator said: “ or 
It (the Commission) was under a 
legal duty to exercise the full measure 
of its statutory powers to prevent an 
increase in utility rates. It was, there- 
fore, incumbent upon the Commis- 
sion to reconsider all basic elements 
of the sliding-scale arrangement. 
Only by doing so could the Commis- 
sion find whether the company would 
be subjected to undue hardship if a 
rate increase was denied, or whether 
the increase was necessary to cure a 
gross inequity or to aid in the pros- 
ecution of the war.” 

During the course of the hearing 
before the Commission, there was 
much informal discussion and many 
subjects were touched upon; but the 
most precise and comprehensive state- 
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ment of the attitude of the Price Ad- 
ministrator as to the scope of the in- 
vestigation is contained in the fol- 
lowing statement then made by his 
attorney: “ . . . We must be 
given the right to examine every is- 
sue which the courts have held enters 
into the making of fair and reason- 
able rate regardless of the terms of 
sliding-scale arrangement or previous 
conclusions by the Commission that a 
rate increase is justified. If we are 
to comply with applicable judicial 
principles affecting the question of 
fair and reasonable rates, we must 
have the right to go into at least the 
following factors: 

(1) What is a proper rate base? 
And on that point an inquiry should 
be made and promptly as to why the 
rate base should not be predicated up- 
on the original cost of the company 
property. Why should the ratepayers 
be compelled to pay increased rates up- 
on a rate base largely in excess of the 
original cost of the company’s prop- 
erty? 

(2) What are fair operating ex- 
penses of the company? Here the 
question of depreciation expense is a 
serious problem as far as the public 
is concerned since accrued deprecia- 
tion was not deducted from the rate 
base. 

(3) What are other proper operat- 
ing expenses? Here the minority 
opinion by Commissioner Hankin 
must be given fair and adequate con- 
sideration. 

(4) What are proper income taxes 
to be allowed or should the company’s 
customers pay its war taxes? 

(5) What is a fair rate of return 
for this company in the light of cur- 
rent economic conditions. 

[4] 


It must be of course clear that 
a full and complete inquiry for the 
purpose of determining what are fair 
and reasonable rates, must be made 
in order that the Commission may 
comply with its duty under the law. 


In respect to each of these matters 
the Price Administrator asserted that 
the company was receiving an undue 
advantage under the sliding scale. 
For example, he said that the rate 
base was overvalued and should be re- 
valued at original cost ; that even with- 
out adjustment on the basis of the 
sliding scale the company would earn 
a return of 5 per cent in the ensuing 
year, which was sufficient under war- 
time conditions; that the method of 
computing retirement accruals con- 
tained in the sliding scale was more 
favorable to the company than an an- 
nual allowance for depreciation such 
as was approved (for a business of 
limited life) by the Supreme Court 
in Federal Power Commission v. 
Natural Gas Pipeline Co. (1942) 315 
US 575, 86 L ed 1037, 42 PUR(NS) 
129, 62 S Ct 736; that the Commis- 
sion should not consider the 31 per 
cent income tax of 1941 as a normal 
prewar tax and permit the company 
to deduct it as an operating expense; 
and that other expense allowances 
were excessive. 

All of these matters were discussed 
at great length during the extended 
hearings before the Commission. 
They were offered as reasons which, 
taken together, required a complete 
rate investigation. Indeed all of the 
subjects were so tied together that no 
substantial change could be made in 
one without a survey of the entire 
field. The Price Administrator made 
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no definite offer of proof in connec- 
tion with these matters; indeed, he 
was in no position to do so, as he had 
not made the laborious calculations 
and studies that a thorough rate in- 
vestigation necessarily entails. What 
he desired was an indefinite postpone- 
ment of any increase in rates pending 
an exploratory investigation by the 
Commission in which he was willing 
to assist as best he could. As he said 
in his brief in this court: 

“In the proceeding before this 
Commission, OPA and OES sought 
to enlighten the members of the Com- 
mission as to this program and the 
need for wholehearted support of the 
Commission. We also sought to ex- 
plore with the Commission the factors 
to be considered in determining what 
the company’s earnings have actually 
been and what they probably will be. 
We also sought to show that the 
change in economic conditions which 
had taken place since 1935, when the 
sliding-scale arrangement was made, 
required the Commission to take the 
appropriate steps to reconsider the ar- 
rangement.” 

In furtherance of this object the 
Price Administrator requested that 
the Commission undertake a revalua- 
tion of the company’s rate base by ap- 
plying a method that is in conflict 
with the provisions of Title 43-306 
of the District Code wherein it is 
provided that the Commission shall 
value the property of every public 
utility in the District at the fair value 
thereof at the time of the valuation. 
In disregard of this governing statute 
the Price Administrator makes the 
following statement in his brief in 
this court: “Nevertheless, appellees 
have not requested the making of a 
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valuation of the property of appellees, 
The government’s view is that the 
rate base in utility rate cases is to be 
arrived at by taking the original cost 
or the prudent investment of the prop- 
erty with appropriate consideration 
for accrued depreciation. We have 
not sought a revaluation of the com- 
pany’s property in the sense that it is 
necessary for the Commission or the 
company to make reproduction cost 
appraisals. All we have said is that 
it should be necessary in determining 
the need of the company for a rate 
increase for the Commission to deter- 
mine whether it would be unfair to 
limit the company’s return to original 
cost with due consideration to the 
proper treatment of depreciation in 
line with the Supreme Court’s deci- 
sions.” 

In its essence, the question raised in 
this aspect of the case is whether the 
Commission, as the regulatory body, 
or the Price Administrator, as inter- 
venor, should control the scope of the 
investigation. We do not think that 
the mere right to intervene in a rate 
proceeding conferred upon the Price 
Administrator by the Act of October 
2, 1942, includes the power to compel 
the regulatory body to undertake a 
complete rate investigation against its 
better judgment, much less an in- 
vestigation upon lines contrary to the 
governing statute. The power and 
authority to fix reasonable, fair, and 
just rates for utilities in the District 
of Columbia was conferred by Con- 
gress upon the Commission, District 
Code Title 43-401. To this end the 
Commission is empowered to make 
rules and regulations for the adminis- 
tration of the act, for audits and in- 
vestigations, and for the conduct of 
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its own proceedings and _ hearings. 
Title 43-202, 34-402. It may, in its 
discretion, proceed with or without 
notice upon its own initiative or upon 
reasonable complaint “to make such 
investigation as it may deem neces- 
sary or convenient.” Title 43-408. 
The act is carefully drawn in consider- 
able detail and expressly provides that 
it shall be interpreted and construed 
liberally in order to accomplish the 
purposes thereof. Title 43-1003. 


It is not reasonable to suppose that 
Congress intended to abrogate or re- 
peal the powers so carefully elaborated 
by giving the Price Administrator the 
right to compel a complete overhauling 
of the established practice of the Com- 
mission and the adoption of a new 
and different standard, when expe- 
rience had shown that the prevailing 
practice was adequate to secure the 
objective of adequate service with a 
fair rate of return on the utility’s 
investment. The power to fix rates 
is a legislative power which has been 
delegated by Congress to the Com- 
mission and in its exercise within con- 
stitutional limits the discretion of the 
Commission may not be controlled 
even by the courts. The utility itself 
cannot compel an investigation and a 
change of rate that is not confiscatory 
in the constitutional sense. Nor can 
the rate-making body be confined to 
any particular standard or method 
in the field of its discretion. That 
which was said of the Federal Power 
Commission in Federal Power Com- 
mission v. Natural Gas Pipeline Co. 
supra, is equally true of the Public 
Utilities Commission of the District 
of Columbia. The court, 315 US 
at p. 586, 42 PUR(NS) at p 138, 
said: 


“The Constitution does not bind 
rate-making bodies to the service of 
any single formula or combination 
of formulas. Agencies to whom this 
legislative power has been delegated 
are free, within the ambit of their 
statutory authority, to make the prag- 
matic adjustments which may be 
called for by particular circumstances. 
Once a fair hearing has been given, 
proper findings made and other stat- 
utory requirements satisfied, the 
courts cannot intervene in the absence 
of a clear showing that the limits of 
due process have been overstepped. 
If the Commission’s order, as applied 
to the facts before it and viewed in 
its entirety, produces no arbitrary 
result, our inquiry is at an end.” 

It must be borne in mind that there 
was no refusal on the part of the 
Commission to receive evidence with 
regard to the inflationary effect of an 
increase of rates. On the contrary the 
Commission expressed a desire to 
hear the Price Administrator and 
urged him to present any evidence in 
his possession on this point. More- 
over, the Commission gave heed to 
present-day conditions by reducing the 
allowance which the sliding scale would 
have justified and at the same time 
ordered a small increase in rates in 
order to buttress the financial condi- 
tion of the company and enable it to 
satisfy the abnormal demands upon 
it. The conflict arose when the Price 
Administrator departed from the field 
committed to his care and demanded 
that the Commission suspend the ap- 
plication of the sliding scale, and re- 
éxamine its basis in a complete in- 
vestigation of all the elements that 
enter into the determination of a 
utility rate by a regulatory body. 
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The investigation leading to the 
adoption of the sliding scale in 1935 
required three and a half years for its 
completion and cost $750,000; and it 
is obvious that the kind of inquiry 
that the Price Administrator now de- 
mands could not be made without 
great expense of time and money. 
Our conclusion is that the refusal of 
the Commission to undertake such an 
investigation at this time, and in the 
meantime to ignore the reasonable 
needs of the company, was not arbi- 
trary or illegal, but was well within 
its lawful discretion. 

The judgment of the district court 
will be reversed and the cases remand- 
ed with instructions to dismiss the 
appeals from the Commission’s orders. 


MILLER, A.J., dissenting: I think 
the decree of the district court 
should be affirmed. The decision of 
this case does not turn upon the power 
of courts to interfere with the findings 
and determination of regulatory 
bodies, or upon the findings and 
determinations made by the Com- 
mission .in the present case. The 
questions are (1) whether full inter- 
vention was permitted and a fair hear- 
ing given within the meaning of the 
applicable statute; (2) whether a rate 
increase was made contrary to the 
requirement of the statute. 


Making full allowance for the fact 
that the Inflation Control Act of 
October 2, 1942, represented a com- 
promise between contending factions 
in Congress—as most legislation does 
—nevertheless some substantial pur- 
pose must have been intended to be 
served by inclusion therein of the 
provision “That no common carrier 


or other public utility shall make any 
general increase in its rates or charges 
which were in effect on September 
15, 1942, unless it first gives thirty 
days’ notice to the President, or such 
agency as he may designate, and con- 
sents to the timely intervention by 
such agency before the Federal, state, 
or municipal authority having juris- 
diction to consider such increase," 
[Italics supplied. ] 

In the first place, this proviso clear- 
ly defines the issue which is to be 
tried by the authority having juris- 
diction of the case in which interven- 
tion is required, namely, whether or 
not the public utility “shall make any 
general increase in its rates.” The 
issue is not whether an increase shall 
be made pursuant to an arrangement 
theretofore agreed upon, or upon 
notice theretofore given, or upon 
terms theretofore defined, or in such 
an investigation as may be deemed 
“necessary or convenient” by the au- 
thority. The issue is simply and 
plainly, shall an increase be made. 
The trial of no lesser issue, however 
arrived at, can satisfy the requirement 
of the statute. Limiting the Adminis- 
trator’s intervention to the applica- 
tion of a sliding-scale formula pre- 
viously adopted, therefore, defeated 
the purpose of the act. 

It is the duty of courts in interpret- 
ing statutes to avoid absurd results. 
Whatever may have been said in ex- 
planation of an act, its plain language 
cannot be disregarded. To limit the 
effect of the present act to “the right 
to show that an increase in rates 
would tend to increase the cost of liv- 
ing and thereby impair the stabilizing 
effect of the government’s price reg- 
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ulation,’ would reduce it to an ab- 
surdity. It is a matter of common 
knowledge that increases in rates tend 
to increase the cost of living. The 
Commission might well be expected 
to take notice of the fact. Interven- 
tion and fair hearing would not be 
necessary to make such a showing. 
If no more had been intended by the 
act it could have been so indicated 
therein without requirement of notice 
or intervention. 


Neither is the only alternative to 
such a purposeless intervention, “the 
power to participate in the decision or 
to control the proceeding.” It is rea- 
sonable to suppose that Congress in- 
tended an intervention of the usual 
character. Intervention in a trial 
court does not contemplate participa- 
tion in the decision; neither does it 
give to the intervenor power to con- 
trol the proceeding. But it does con- 
template that the court may be re- 
quired to try the issues contemplated 
by the applicable laws ; it empowers an 
intervenor, just as any other party, 
to insist upon compliance with the 
law and to challenge, in an appellate 
court, the failure of the trial court 
todo so. No less was intended here.® 

Considerable reliance is placed up- 
on the provisions of the District Code 
defining the powers of the Commis- 
sion. It is argued that experience has 
shown the prevailing practices of the 
Commission to be adequate to secure 
proper service and a fair rate of re- 
turn, hence that it is not reasonable 
to suppose Congress intended to limit 
the powers originally conferred upon 


the Commission; especially as repeal 
by implication is not favored. In 
Henderson v. Washington, M. & A. 
Motor Lines,‘ this court said, concern- 
ing the Inflation Control Act of Octo- 
ber 2, 1942: “But, apart from all 
statutes existing prior to October 2, 
1942, and all orders, rules, and reg- 
ulations made pursuant to those stat- 
utes, the Act of October 2, 1942, is 
conclusive of the issue presented for 
our decision. As it was enacted sub- 
sequent to the Interstate Commerce 
Act it supersedes that act, to what- 
ever extent may be necessary to 
achieve its own purposes. Its clearly 
expressed purpose was to stabilize 
prices, wages, and salaries affecting 
the cost of living, upon the basis of 
the levels which existed on September 
15, 1942.” This language is equally 
applicable in the present case. On 
June 9, 1943, Judge Sibley, speaking 
for the fifth circuit court of ap- 
peals,® held that § 265 of the Judicial 
Code forbidding the grant of an in- 
junction by a court of the United 
States to stay proceedings in a state 
court must be considered modified by 
the later provisions of the Emergency 
Price Control Act. The present case 
involves much less difficulty. The 
Commission is a creature of Congress ; 
its powers are derived from legislation 
enacted by Congress; there is no ques- 
tion of policy to be surmounted, in 
interpreting the earlier statutes in 
such manner as to secure their con- 
formance to the purposes of later 
acts. While repeals by implication 
are not favored, repeals by implication 





8 Cf. Federal Communications Commission 
v. National Broadcasting Co. decided May 17, 
1943, 11 US Law Week 4385, — US —, — 
L ed —, 63 S Ct 1035. 


4(1942) — App D C —, 46 PUR(NS) 193, 
132 F(2d) 729, 732, cert denied April 5, 1943, 
— —,— Led —, & S Ct 854, 

5 Henderson v. Fleckinger, 136 F(2d) 381, 
11 US Law Week 2879. 
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do occur. When, as here, a new law 
is designed to achieve a clear purpose, 
it must be respected; and inconsistent 
procedures, previously existing, must 
be disregarded. Consequently the 
rules adopted by the Commission gov- 
erning its procedure and the shaping 
of issues have no vitality as against 
the requirement of the Act of Octo- 
ber 2, 1942, that intervention must 
be permitted, or against any legal im- 
plications which flow from that re- 
quirement. From then on, it is not 
a question of the Commission or the 
Price Administrator controlling the 
proceedings. It is the law which con- 
trols the proceedings and if the Com- 
mission does not comply with the law, 
the Price Administrator’s duty is to 
challenge its failure to comply; and 
ours to uphold the challenge. 

Neither is it material to the decision 
of this case that the Commission re- 
duced the allowance which the sliding 
scale would have justified. The im- 
portant fact is that the Commission 
allowed an increase of rates. If that 
allowance was made without grant- 
ing full intervention and a fair hear- 
ing within the meaning of the applica- 
ble statute then the action of the Com- 
mission was improper and the decision 
of the district court should be af- 
firmed. With all deference to the 
majority, there was a refusal by the 
Commission to permit full interven- 
tion and to receive evidence with re- 
gard to the inflationary effect of an in- 
crease in rates. Only to the extent 
that offered evidence assumed the 
validity and unimpeachability of the 
sliding-scale arrangement, would the 
Commission receive it. Upon the 
same theory the Commission denied 
the Administrator’s request to ex- 
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amine the company’s books and rec- 
ords. And upon the same theory the 
Commission refused to permit inquiry 
concerning the validity of the basic 
assumptions of the sliding-scale ar- 
rangement. 

An argument of convenience is 
made upon the theory that compliance 
with the Administrator’s demand for 
intervention and hearing would have 
required ‘‘a complete rate investiga- 
tion,” “a survey of the entire field,” 
“the laborious calculation and studies 
that a thorough rate investigation nec- 
essarily entailed,” ‘‘a complete inves- 
tigation of all the elements that enter 
into the determination of a utility rate 
by a regulatory body.” Attention is 


called in this connection to the fact 
that the investigation leading to the 
adoption of the sliding scale in 1935 
required three and a half years for 


its completion and cost $750,000. It 
is asserted that the kind of inquiry 
that the Administrator now demands 
could not be made without great ex- 
pense of time and money. I do not 
so read the record. What the Ad- 
ministrator asked was merely a recon- 
sideration of the basic principles of 
the sliding-scale arrangement in the 
light of present economic conditions 
and the government’s program to pre- 
vent inflation; namely, what is a 
proper rate base; what are fair and 
proper operating expenses; what ac- 
count should be taken of depreciation; 
what are proper income taxes to be al- 
lowéd; what is a fair rate of return 
for the company in the light of cur- 
rent economic conditions? There was 
no suggestion that the great mass of 
information gathered prior to 1935 
was not equally available for present 
purposes. There was no objection 
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to the introduction by the Commission 
of other available material in its files, 
just as is done by the Interstate Com- 
merce Commission and by other reg- 
ulatory authorities. 

It is significant in this respect that 
the Commission, itself, went back of 
the sliding-scale arrangement in its 
allowance of an increase of rates. If, 
as is contended, an inquiry into the 
basic principles of a sliding-scale ar- 
rangement necessarily requires a 3- 
year investigation, at a cost of $750,- 
000, how does the Commission ex- 
plain its disregard of the sliding-scale 
arrangement in allowing accruals for 
income taxes at the rate of 31 per 
cent, although the sliding scale pro- 
vided for an allowance of 40 per 
cent? Some basic principle of the 


arrangement must have been violated 
by that action. 


In short, my conclu- 
sion is that this argument about a 
large scale, expensive, time-consuming 
investigation, was advanced by the 
Commission and supported by the 
company as camouflage to hide their 
unwillingness to permit any inquiry 
which did not assume and admit the 
infallibility of the sliding-scale ar- 
rangement. And I conclude that, 
whatever the proper limits of inquiry 
may have been, the Commission fell 
far short of them in the present case. 
The Commission and the company ap- 
parently assume that only two alter- 
natives were open (1) to proceed as 
the Commission specified in its origi- 
nal order of March, or (2) to enlarge 
the proceeding to permit a complete 
reinvestigation of every element, of 
fact as well as of principle, involved 
in the original sliding-scale arrange- 
ment. There were, instead, at least 
two other alternatives (1) to permit 


no increase in rates until the war is 
over, as a matter of policy; (2) to 
permit the Price Administrator to pre- 
sent such evidence as he deemed 
proper ® concerning any phase of the 
matter; then, in deciding the case, to 
use, if the Commission pleased, the 
records of the earlier investigation, 
the sliding-scale arrangement and 
other of its pertinent records, com- 
piled by its experts—and properly in- 
troduced as evidence. This could pro- 
bably have been easily done in the 
time which was actually consumed, at 
the hearing, in contending over the 
scope of the intervention and the is- 
sues to be tried. In any event, I agree 
with the district court that: “The 
sliding-scale arrangement is not a con- 
tract, certainly not one which binds 
the public. It must give way to pub- 
lic policy and to congressional enact- 
ment which expresses that policy. 
. It must now be subjected to a 
test not previously required.” (48 F 
Supp 703, 47 PUR(NS) at p. 5.) 
It is suggested that the increase 
in rates, granted by the Commission 
in the present case, is very small, both 
in total and in their effect upon in- 
dividual consumers. It is argued 
also that utility rates are not exposed 
to “speculative, unwarranted and ab- 
normal increases,” hence that Con- 
gress did not intend to apply to the 
guidance of regulatory authorities the 
wartime standards of the Inflation 
Control Act. I cannot follow this rea- 
soning. Because Congress chose to 
retain regulation in authorities al- 
ready existing, rather than placing it 





6 In the Henderson Case, supra, headnote 4, 
we said: “ . . . thenew Act .. . per- 
mits timely intervention by the Price Admin- 
istrator followed by such appro- 
priate showing as he may wish to make.” 
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in the hands of the President, cannot 
explain away the fact that such rates 
were brought within the compass of 
the act. There is no reason why the 


standards applicable in the one case’ 


should be inapplicable in the other. 
So far as concerns the minimal char- 
acter of the rate increases I am content 
to adopt the language of Judge Vin- 
son in the case of Lincoln Savings 
Bank of Brooklyn v. Prentiss M. 
Brown (decided May 7, 1943) when 
speaking for the United States emer- 
gency court of appeals, concerning 
the contention that the Price Act con- 
templated regulation only of those 
commodities, the prices of which sub- 
stantially affect the cost of living, he 
said: “It is true that an increase in 
complainant’s prices, in and of itself, 
does not substantially affect living 
costs. Complainant’s statement is 


correct, so far as it goes, but it is 
deceptive in its intended inference 
that, for that reason, no purpose is 
served by the regulation of safe de- 


posit rental rates. Accession to this 
type of reasoning would virtually de- 
stroy the effectiveness of the act. 
Complainant’s argument is applicable 
to thousands of commodities besides 
its own. Clearly, however, the col- 
lective effect of so many increased 
prices could create the very chaotic 
condition that the act was designed 
to prevent. It is plain to us that there 
is compelling reason to restrain the 
complainant and others in its class 
from making their individually inap- 
preciable contributions to what would 
result in a very appreciable total.” 
[Italics supplied. ] 

The Administrator suggests the 
following possible construction of the 
proviso to the second sentence of § 1 
50 PUR(NS) 


of the Inflation Control Act: (1) 
“And such regulatory authority, in 
determining whether to grant or deny 
the increase, may give such effect, if 
any, to the national stabilization pro- 
gram as it may deem appropriate”: 
(2) “And such regulatory authority, 
in determining whether to grant or 
deny the increase, shall give effect to 
the national stabilization program”; 
(3) “And such regulatory authority, 
in determining whether to grant or 
deny the increase, shall grant the in- 
crease only if, and to the extent, it 
finds the increase necessary to aid in 
the effective prosecution of the war or 
to correct gross inequities.” I agree 
with the Administrator that the third 
suggested construction is correct. 
The monopoly character of public 
utilities; the absolute dependence of 
the people upon them for service; the 
complicated structure of their hold- 
ings and their financing; these and 
other similar considerations are the 
very ones which caused the develop- 
ment of great Federal, state and local 
regulatory agencies. It is because 
such agencies are well equipped to 
supervise and regulate, that Congress 
decided to preserve their control, 
rather than to throw a greatly in- 
creased burden upon wartime emer- 
gency agencies such as the Price Ad- 
ministrator. But that decision does 
not by any means require the conclu- 
sion that these regulatory agencies 
were not to consider the existence of 
a war emergency or apply the war- 
time standards which are implicit in 
the Act of October 2, 1942. It was, 
undoubtedly, the duty of the Com- 
mission to consider the financial con- 
dition of the company, its ability to 
serve the Washington area, and its 
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ability to refinance itself. It ‘s, also, 
undoubtedly the duty of the Presi- 
dent, the Price Administrator, and 
other appropriate governmental agen- 
cies to consider the financial condi- 
tion of other industries, of agricul- 
tural interests, of wage earners, and 
of men selected for military service. 
The exigencies of war make it nec- 
essary, however, to impose controls 
which would not be proper during 
peacetime. 

When young men are giving their 
lives by thousands, when the normal 
economy has given way to the neces- 
sities of war, when industrial organ- 
izations, great and small, have been 
converted to war production or per- 
haps destroyed,” it seems to me that 
a curious lack of identification with 
our national emergency and our na- 
tional effort is required, to continue 


speaking in terms of normal arrange- 


ments and peacetime formulae. It is 
true, as the history of this legislation 
shows, that it is a compromise. But 
the significant thing is that the dis- 
puted proviso was incorporated, at 
all, into the Act of October 2, 1942. 
If the intention of Congress had been 
to leave regulation of the utilities by 
existing agencies solely according to 
prewar standards, it was not neces- 
sary to say anything about them in 
this act. Of course it is possible 
to find language in legislative history 
which will support either side of a 
bitterly contested issue upon which a 
compromise is finally reached. Per- 
haps each proponent and opponent 
hopes that when the courts come to 





7 See for an example of such possibilities, 
Perkins v. Lukens Steel Co. (1940) 310 US 
113, 84 L ed 1108, 60 S Ct 869, and Lukens 
Steel Co. v. Perkins (1939) 70 App DC 354, 
107 F(2d) 627. 


interpret their compromise language, 
the interpretation will fall his way. 
As previously stated, however, our 
task is to read the act in such man- 
ner as to avoid an absurd result and 
to give it meaning, in the light of its 
expressed over-all purpose. There 
can be no doubt of that purpose in 
the present case. It was certainly not 
the intention of the lawmakers to 
leave these regulatory bodies, or the 
utilities, free of concern for the war- 
time welfare of the country, to do 
business “‘as usual” according to such 
sliding-scale arrangements, designed 
for peacetime, depression-ridden 
Washington, as are involved in the 
present case. 

The Commission’s order of Octo- 
ber 13, 1942, 46 PUR(NS) 1, speci- 
fied that the new, increased rates be- 
came effective on September 1, 1942, 
under the terms of the sliding-scale 
arrangement. On October 14th, the 
company gave notice to the Price Ad- 
ministrator, but in that notice speci- 
fied that the effective date of the in- 
crease was September 1, 1942, in its 
order of October 23, 1942, 46 PUR 
(NS) 45, the Commission specified 
again that the effective date of the in- 
creased rates was September 1, 1942, 
and it permitted intervention for the 
receipt of evidence concerning the in- 
crease in rates authorized by its order 
of October 13, 1942; on October 30, 
1942, the company consented to inter- 
vention; in its order of November 9, 
1942, 46 PUR(NS) 50, the Com- 
mission recited that intervention had 
been permitted for the purpose of re- 
ceiving evidence bearing on the in- 
crease authorized by its order of 
October 13th; on November 16, 1942, 
it denied the Administrator’s peti- 
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tion for reconsideration. On the rec- 
ord of the Commission, therefore, its 
order of October 13, 1942, still stands; 
the increase in rates is effective as of 
September 1, 1942. The act provides 
that no increase in rates which were 
in effect on September 15, 1942, shall 


tirely apart from the merits of the 
case. 

A study of the record, particularly 
as interpreted in the opinion of Com- 
missioner Hankin, suggests that when 
the time comes to consider the case 
on the merits, some of the findings 


and conclusions of the Commission 
will not stand careful scrutiny. But 
those questions are not before us, 
The decree of the district court is 
clearly correct, on questions of proce- 
dure alone, and should be affirmed, 


be made unless the utility, “first gives 
thirty days’ notice and con- 
sents to the timely intervention. 

.” [Italics supplied.] In my 
opinion the increase, made in this case, 
was in clear violation of the law, en- 





WISCONSIN PUBLIC SERVICE COMMISSION 


James E. Needham 


Meehan Telephone Company 


[2-U-1902. ] 


Public utilities, § 58 — What constitutes — Mutual telephone company. 
1. A mutual telephone company is a public utility subject to Commission 
regulation, particularly where the company has facilities for long-distance 
service, p. 59. 


Public utilities, § 44 — Test of status — Submission to regulation — Mutual tele- 
phone company. 
2. That mutual telephone companies have, without exception, complied with 
the requirements of the Public Utility Law by filing annual reports, filing 
their rates with the Commission, and not attempting to change their rates 
without Commission approval, constitutes recognition of the public utility 
status of such a company, p. 59. 


Service, § 125 — Duty to serve — Mutual telephone company. 


3. A mutual telephone company, being a public utility, is obliged to serve any 
member of the public who is within its undertaking of service, p. 60. 


Service, § 141 — Duty to serve — Forfeiture of corporate charter. 
4. That a mutual telephone company may have forfeited its charter by rea- 
son of its failure to file reports with the Secretary of State as required by 
law does not change the obligation of the company to serve any member of 
the public within its undertaking of service, p. 60. 
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Service, § 141 — Duty to serve — Mutual telephone company — Forfeiture of 


charter. 


5. A mutual telephone company either as a corporation or as an association 
of the former members of the company, if its charter has expired, owes a 
duty to furnish service to any member of the public within its undertaking 
when demand for that service has been made, since if the corporation has 
gone out of existence, the property which belonged to it now belongs to the 
persons who were members and such persons are the public utility involved, 
to be treated as a voluntary association operating the company, p. 60. 


Service, § 175 — Extension — Notice to Commission. 
6. The furnishing of telephone service to a member of the public who resides 
adjacent to the telephone lines of the company does not constitute an exten- 
sion requiring prior notice to the Commission or to other telephone com- 


panies operating in the area, p. 60. 


Service, § 128 — Denial of service —Mutual company — Service to nonmembers. 
7. A mutual telephone company may not deny service to an applicant on the 
ground that he is not a member or stockholder of the company, p. 61. 


Rates, § 432 — Proper rates — Mutual telephone company. 


8. A member of the public living within the undertaking of a mutual tele- 
phone company is entitled to receive service at the company’s present law- 


fully filed rates, p. 61. 


Service, § 294 — Furnishing facilities — Telephones. 
9. A member of the public coming within the scope of the undertaking 
of a mutual telephone company is entitled to service if he will furnish wires 
and poles between his residence and the telephone company’s existing lines, 


p. 61. 


[June 28, 1943.] 


OMPLAINT that mutual telephone company refused to serve 
c nonmembers; order requiring service to applicant. 


By the Commission: This is a 
proceeding instituted upon the Com- 
mission’s own motion after receipt of 
an informal complaint by James E. 
Needham, Plover, Portage county, 
that he had requested Meehan Tele- 
phone Company to furnish him with 
its telephone utility service, and that 
service had been refused. 


APPEARANCES: Applicant: James 
E. Needham, Plover; respondent: 
Meehan Telephone Company, by 
Edwin Parks, President, M. L. Bar- 
den, Secretary and Treasurer, Plover, 
Orin Glendenning, Director, Fred B. 


Fox, Director, Plover, and J. P. Mc- 
Cabe, stockholder and_ subscriber, 
Plover. 

[1, 2] The evidence in this case 
shows that James E. Needham has re- 
quested Meeham Telephone Company 
to furnish him with telephone utility 
service and that said Meehan Tele- 
phone Company has refused to do so. 
This refusal was not entirely arbitrary 
on the part of the company; rather it 
was made because of the company’s 
established policy of serving only 
members of that corporation. The 
representative of the company states 
quite frankly that the company does 
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not wish any more subscribers than 
it presently serves. 

This attitude or policy of the com- 
pany was quite evidently taken, and 
is now adhered to, upon the theory 
that the company is not a public 
utility and is thus under no obliga- 
tion to serve anyone except members 
of the corporation. It seems clear, 
however, that Meehan Telephone 
Company, under the law of this state, 
is a public utility. Such, in effect, was 
the decision of the supreme court of 
this state in the case of Common- 
wealth Teleph. Co. v. Carley, 192 
Wis 464, PUR1927C 164, 213 NW 
469. 

In the case just cited, a number of 
so-called “roadside” or “switched” 
telephone companies, which were 


similar to Meehan Telephone Com- 
pany, in that they were mutual com- 


panies and were organized and de- 
signed to serve only their own mem- 
bers, were held to be public utilities 
and subject, as such, to the regulatory 
authority of the Railroad Commission. 
It does not appear from the record 
in the Carley Case, supra, that the 
facilities of the “switched” companies, 
there involved, were available for 
furnishing any long-distance service. 
The record in this case shows that the 
facilities of the respondent are avail- 
able for such long-distance service; 
so that, practically speaking, any tele- 
phone user in this state—to say noth- 
ing of such users throughout this 
country and Canada—may communi- 
cate by means of those facilities with 
any subscriber of Meeham Telephone 
Company and vice versa. We think 
that this fact is sufficient to make the 
doctrine of Schumacher v. Railroad 


Commission, 185 Wis 303, PUR 
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1925C 228, 201 NW 241, inapplicable 
to the question of the public utility 
status of the respondent in this case; 
and that it must be concluded that re- 
spondent has such status. 

To hold otherwise would mean 
that practically every mutual “road- 
side” telephone company in this state 
is not a public utility, and that the 
rates and service of such companies 
are not subject to regulation, in spite 
of the fact that the entire telephone- 
using public of the state is more or 
less dependent upon the service of 
such companies for telephone com- 
munication. Ever since the decision 
in the Carley Case, supra, above cited, 
such mutual companies have, with- 
out exception, complied with the re- 
quirements of the public utility law by 
filing annual reports, have uniformly 
filed their rates with the Commis- 
sion, and have not attempted to change 
their rates otherwise than by the ap- 
proval or authority of the Commis- 
sion. We think that this practice con- 
stitutes such a general recognition of 
the public utility status of all such 
companies that there can now be no 
question as to that status; and that 
the respondent must therefore be con- 
sidered as a public utility of this state 
and subject to the duties and obliga- 
tions of service which the law attaches 
to all public utilities. 

We conclude, therefore, that Mee- 
han Telephone Company is a public 
utility of this state engaged in fur- 
nishing telephone utility service to the 
public in the town of Plover, Portage 
county. 

[8-6] Being a public utility, Mee- 
han Telephone Company has an ob- 
ligation to furnish service to any 
member of the public who is within 











the undertaking of service made by 
that company. We do not see how it 
can be said that service to Mr. Need- 
ham is not within that undertaking. 
Lines of the Meehan Telephone Com- 
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it be a fact, can operate to change 
or alter the obligation of the com- 
pany with respect to furnishing serv- 
ice to Mr. Needham. The records 
show that the Meehan Telephone 
Company has been operating as a 
de facto corporation for several years, 





























that immediately last past, and has report- 
con- ed to the state treasurer as such. 
state Presumably, if the corporation is out 
liga- of existence, the property which be- 
ches longed to it when it was in existence 

now belongs to the persons who were 
Aee- members of the corporation when its 
iblic charter was forfeited; and such per- 
fur- sons are the public utility here in- 
the volved and may be regarded as a 
age voluntary association operating as a 

telephone utility under the name of 
lee- Meehan Telephone Company. We 
ob- therefore conclude that Meehan Tele- 
iny phone Company, either as a corpora- 
hin tion existing under the laws of this 
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state, or otherwise, as an association 
of the former members of that cor- 
poration, owes a duty to furnish its 
telephone service to any member of 
the public within its undertaking 
when demand for that service has 
been made. Mr. Needham is a mem- 
ber of the public within that under- 
taking, and has made such demand, 
and is therefore entitled to receive 
the service which he has thus demand- 
ed. We do not consider that the 
furnishing of such service would be 
an extension requiring prior notice 
from the respondent to the Commis- 
sion or to other telephone utilities 
operating in the town of Plover. 

[7-9] There remains, however, the 

question of the rates, terms, and con- 
ditions under which service to Mr. 
Needham by Meehan Telephone Com- 
pany should be furnished. He is not 
a member of the corporation or as- 
sociation known as the Meehan Tele- 
phone Company, although he has 
clearly indicated his willingness to be- 
come such a member if that is pos- 
sible. Obviously, if the corporation 
has forfeited its charter, it cannot dis- 
pose of any unissued stock in that 
corporation to Mr. Needham; and the 
evidence indicates that Mr. Needham 
has been unable to find anyone who is 
the owner of a share of stock in the 
corporation and is willing to dispose 
of it to him. However, the company 
cannot lawfully or reasonably deny 
service to Mr. Needham upon the 
ground that he is not a member or 
stockholder. 

An examination of the rates filed 
and charged by the Meehan Telephone 
Company indicates that it has attempt- 
ed to operate virtually on a nonprofit 
basis. Mr. Needham, as a subscriber, 
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is entitled to receive service at the 
utility’s present lawfully filed rates. 
If, as a result of serving nonstock- 
holders, the utility wishes to revise its 
rates, it may do so by securing proper 
authorization from the Commission. 

As far as the terms and conditions 
under which such service should be 
given are concerned, it appears that 
Mr. Needham is able and willing to 
provide the necessary wire and the 
poles or other supports necessary to 
connect the wires of the company 
from the highway with a station or 
instrument in his residence. Since 
Mr. Needham is willing to do this, 
we see no reason why the company 
should not be required to furnish 
service to him upon condition of his 
furnishing such connection between 


his residence and the company’s exist- 
ing lines. 

The Commission finds : 

1. That Meehan Telephone Com- 
pany is a public utility of this state 
engaged in furnishing telephone util- 
ity service to the public within an 
area in the town of Plover, Portage 
county, which includes the residence 
of James E. Needham. 

2. That said James E. Needham 
has requested that the utility service 
of said Meehan Telephone Company 
be furnished to him upon the terms 
and conditions as specified and pre- 
scribed in the order herein and at the 
regular filed rates of said utility. 

3. That said Meehan Telephone 
Company has refused to furnish the 
service as thus requested. 





INDIANA SUPREME COURT 


Chicago & Eastern Illinois Railroad 
Company 


Public Service Commission et al. 


[No. 27861.] 
(— Ind —, 49 NE(2d) 341.) 


Railroads, § 10 — Jurisdiction of Commission — Caboose cars for train crews. 
The Commission does not have jurisdiction to require railroads to furnish 


caboose cars for train crews. 


[June 22, 1943.] 


"eae from judgment for defendant in action to enjoin en- 
4 \ forcement of Commission order requiring railroad to fur- 
nish caboose car for train crew; reversed with instructions. 
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CHICAGO & EASTERN ILLINOIS R. CO. v. PUB. SERVICE COM. 


APPEARANCES: Rawley & Stewart, 
of Brazil, and Hays & Hays, of Sulli- 
van, for appellant; Nathan Levy and 
Joseph A. Roper, both of South Bend, 
for appellees. 


FANSLER, J.: On petition of the 
Brotherhood of Railroad Trainmen, 
the Public Service Commission of In- 
diana entered an order requiring the 
appellant to furnish a caboose car for 
its train crews engaged in certain 
switching operations in the city of 
Evansville. The appellant began this 
action in the court below seeking to 
enjoin the enforcement of the order. 

It was contended by the appellant 
before the Public Service Commission 
and the court below, and it is contend- 
ed here, that the Public Service Com- 
mission exceeded its jurisdiction in 
making the order. 

The Public Service Commission de- 


rives its power and authority solely 
from the statute, and unless a grant of 
power and authority can be found in 
the statute it must be concluded that 
there is none. 


The petition filed before the Public 
Service Commission recites that it is 
fied under § 55-130, Burns’ 1933, 
§ 14469, Baldwin’s 1934, being § 1 
of Chap. 58 of the Acts of 1933, page 
421. That section was originally en- 
acted as part of the Railroad Commis- 
sion Law of 1905. Acts 1905, Chap. 
53, § 23, pages 83, 101. It was last 
amended in 1933. Subdivision (a) 
requires that every railroad shall re- 
port accidents, involving loss of life 
or serious injury to passenger or em- 
ployee, to the Commission, and that 
the Commission shall investigate and 
report its conclusions and recommen- 


dations to the railroad, and recom- 
mend steps to be taken to prevent like 
accidents; that unless the railroad 
shall carry out the recommendations 
within a reasonable time, the Commis- 
sion shall make the recommendations 
public. There is no authority to require 
the railroad to comply or to adopt 
safety measures. Subdivision (b), 
which seems to be the one relied upon, 
provides that whenever the Commis- 
sion shall receive information “that 
any carrier in this state does not keep 
its road or equipment in proper condi- 
tion and repair for the health and safe- 
ty of its employees or the public,” or 
that it does not maintain suitable pas- 
senger depot buildings and equipment, 
that it does not keep suitable freight 
depots, switches, and sidetracks for 
handling freight, that it does not run, 
operate, or schedule its passenger 
trains so as to make reasonable and 
proper connections, or that there is a 
dangerous defect in connection with 
the operation of the railroad, or any 
railroad bridge, culvert, curve, em- 
bankment, water tank, crane, frog, 
railroad or wagon crossing, ties or 
tracks, motive power, stations, rolling 
stock, machinery, roadbed, or ground, 
or fault in the construction, equipment, 
or management of any railroad, it 
shall be the duty of the Commission 
to require an investigation to be made, 
the result of which shall be reported 
to the management of the company, 
and changes and improvements, addi- 
tions, buildings, and accommodations 
shall be recommended, and a reason- 
able time fixed in which such improve- 
ments or changes or additions shall be 
made; that if they are not made, pro- 
ceedings by mandamus or other rem- 
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edy may be brought in court to force 
compliance with the order. Subsec- 
tions (c) and (d) deal with the inter- 
section of two railroads and grade 
crossings and grade separations. 
There is nothing in the provisions 
above described authorizing or em- 
powering the Commission to order or 
require anything to be done. Its high- 
est authority is to begin an action in 
court to require compliance with rec- 
ommendations and suggestions. 
There are numerous statutes, penal 
and otherwise, requiring the use and 
installation of specific equipment de- 
signed for the protection of employees 
and the public. There are specific 
statutes (§ 55-1233 et seq., Burns’ 
1933, § 14534 et seq., Baldwin’s 
1934) requiring that caboose cars used 
by railroads shall conform to certain 
requirements, and authorizing the 
Commission upon investigation to 
grant to carriers the right to construct 
and use cars of other specifications 
where it is impossible to comply with 
the statute. But in none of these stat- 
utes enacted by the legislature itself is 
there found a requirement that the 


carrier shall use a caboose car on any 
train, and, since authority in respect 
to caboose cars granted to the Com- 
mission is limited to making excep- 
tions, it must be concluded that there 
was no intention to grant other and 
greater authority upon the subject 
than the legislature itself had seen fit 
to exercise. 

Brotherhood of Railroad Trainmen 
v. Terminal R. Asso. of St. Louis 
(1942) 379 Ill 403, 41 NE(2d) 481, 
cited by the appellees, deals with the 
authority of the Illinois Commission 
under a statute which specifically vests 
the Commission with power to require 
the installation, use, and maintenance 
of safety devices and uniform or 
standard equipment. There is no com- 
parable provision in our statute, and 
hence the case is of no assistance in 
determining whether the Indiana Com- 
mission has such authority under the 
Indiana statute. 

It must be concluded that the Pub- 
lice Service Commission had no juris- 
diction to make the order. 

Judgment reversed, with instruc- 
tions to enter judgment accordingly. 
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] ROM the hundreds of gas utilities, who for years have been relying upon EMCO Pressed Steel 
Meters for accurate, dependable measurement, have been received many expressions concern- 

ng their reliability and satisfactory operation. We quote the following paragraphs from a 
ecent statement made by a well known superintendent of gas distribution and regulation in 
ew York state. 


Taking into consideration all of the variables of metering service, we have had very fine 
success with our EMCO No. 41%4 and No. 5 Meters. Tests, following reconditioning, usually 
show perfect results. 


“It is very interesting to note the small error in EMCO Pressed Steel Meters after pass- 
ing large volumes of gas. For example, two of these meters passed 180 million cubic feet, 
each at 10 pounds pressure under severe turn-on and turn-off conditions. One of these 
meters was found to be 4% slow and another 2% fast. 


“An —— estimate of the volume passed per EMCO Pressed Steel Meter in our 
system would be about 2 million cubic feet per month, per meter. Our repair costs and 
service costs for our large capacity meters are exceedingly small in comparison to the large 
quantity of gas aed” 

Expressions such as these prove that the EMCO Pressed Steel Meter is the best meter in the 

end because it’s more meter to begin with. 


PITTSBURGH EQUITABLE METER COMPANY 
MERCO NORDSTROM VALVE COMPANY «ansascity = sgatTis 

Prosper oi ees Main Offices, Pittsburgh, Pa. Pete iors see pose aoneed 

MEMPHIS goston NATIONAL METER DIVISION, Brooklyn, N.Y. Los anceiss BUFFALO 
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Industrial Progress 


Selected information about products, supplies and 


services offered 


by manufacturers. Also announce- 


ments of new literature and changes in personnel. 


Equipment Notes 
3,000-KV.A Mobile Unit Substation 


In order to prevent trouble or maintenance 
in permanent substations from causing long 
service outages, General Electric, in cooper- 
ation with the engineers of the Consolidated 
Gas, Electric Light & Power Company of 
Baltimore, has built a complete 3,000-kva mo- 
bile unit substation, which is ready on a mo- 
ment’s notice to be moved to any part of the 
system where emergency power is required. 

This equipment is one of the largest ever 
built for highway use, having a capacity suffi- 
cient to supply enough power to operate thirty 
thousand 100-watt lamps, or supply a smail 
town. The complete substation includes the 
power transformer, high-voltage fuses and 
disconnecting switches, feeder oil circuit break- 
er, lightning arresters for both high- and low- 
voltage circuits, and load-ratio-control equip- 
ment to regulate the low voltage under load. 
Weighing 20 tons, the substation is compactly 
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mounted on a semitrailer, the front end of 
which is supported by the towing tractor dur- 
ing transportation. 

This equipment can be used to transform 
power circuits of 33,000 or 13,200 volts on the 
high-voltage side, and circuits of 2,450, 4,400, 
7,620 or 13,200 volts on the low-voltage side. It 
can be used on any of approximately 60 perma- 
nent substations on the customer’s system, to 
increase their power output or as a substitute 
if emergency conditions shut down one of the 
regular substations. 


Combination Mercury and Incandescent 
Lamp Dome Reflector 


A unit designed to fulfill the need for illumi- 
nation approaching daylight on both flat and 
vertical surfaces has been placed on the market 
by the manufacturer, Revere Electric Mfg. 
Co., Chicago, Ill. An incandescent lamp is used 
in combination with a mercury lamp to accom- 
plish the purpose. 

The reflector is shaped to give wide even 
distribution of light with a minimum of direct 
glare and together with the hood, embodies 
features which dissipate heat accumulated from 
the lamps. 

Further information will be supplied by 
writing the manufacturer, Revere Electric 
Mfg. Co., 2949 N. Paulina Street, Chicago, 
Til. 


High Speed Drill Chuck 


R. M. Wright Company offers a new high 
speed drill chuck, called the Wright Centrif- 
O-Matic which permits the operator to change 
drills, from drill to countersink, and other 
tools rapidly, while the motor is running. Be- 
sides a notable saving in production time, the 
method is said also to contribute to increased 
tool life and production, while lowering power 
tool inventory and maintenance cost. 

Drill adapters for the Wright Centrif-O- 
Matic are available to accommodate drill sizes 
from 1/16 in. to 9/32 in., letter drills from A to 
K, and wire drills from 1 to 60. 

Further information may be obtained from 
the manufacturer, Washington Square Bldg., 
Royal Oak, Michigan. 


“MASTER*LIGHTS" 


© Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER Mrs. co. 


197 Sid mer St., C Mass. 
"MAS ERSLIGHT*MARERS™ 
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inding the Needle 
in a North African Haystack 


OU’RE a bomber’s nurse in North Africa 
iL and you need a new oxygen control valve 
br your plane. That's one of 250,000 parts in 
r force stocks. 


You'll find it in a few seconds. 


When spare parts come to a supply depot, 

Addressograph* plate is embossed, giving 
complete description of the part, and the 
mber of the bin in which it will be stored. 
n impression of that plate goes into the 
rpot’s stock records, another goes on the 
n, another is attached to the part itself. 
hen when parts are ordered, they can be 
ated and shipped out quickly—and iden- 
ed anywhere. 


You get your bomber into the air quicker 
d always with the right repair because of an 


Addressograph plate—the same kind you use 
in your business to write payrolls, purchase 
orders and invoices, for tool crib control, 
or any of the hundred ways Addressograph 
methods are used. 

Years ago Addressographs were employed 
to address envelopes. They still are, but busi- 
ness men soon began using this quick, always- 
accurate way of writing information in scores 
and then hundreds of new ways. Teamed with 
Addressograph are Multigraph* and Multi- 
lith* methods. Together they can make 80% 
of all paper work of business simpler, faster, 
more accurate, more economical. We'll prove 
it in your own case, with equipment you al- 
ready have. Write or call the Addressograph- 
Multigraph Corporation— Cleveland and all 


principal cities of the world. 
*T.M. Reg. U.S. Pat. Off 


Addressagraph 


TRADE-MARK REE US PAT OFF 


SIMPLIFIED BUSINESS METHODS 





INDUSTRIAL PROGRESS—( Continued) 


Catalogs and Bulletins 


Street Car Carbon Shoe 
Operation Booklet Topic 


“Modern Current Collection for Street 
Cars” is the title of a new 16-page illustrated 
booklet just published by Ohio Brass Company 
of Mansfield, Ohio. The publication discusses 
the principles and advantages of the use of a 
renewable carbon insert shoe for street car 
current collection from the overhead wire and 
describes the changes necessary to adapt the 
overhead wire system for carbon shoe oper- 
ation. As a supplement to Ohio Brass transit 
catalog No. 23, the booklet also lists and illus- 
trates the company’s overhead line material and 
current collection equipment for carbon shoe 
operation. 


Blaw-Knox Bulletin Issued 


Blaw-Knox Company of Pittsburgh, Penn- 
sylvania, announces the publication of Bulletin 
No. 1929, “ ‘Fine Separation’ with Tracyfiers” 
—for steam lines, boilers, gas lines, chemical 
processes, gas cleaners and evaporators. 

The booklet contains a diagramatically illus- 
trated basic construction form which enables 
utilization of the fundamental principles gov- 
erning attainment of “fine separation.” The 
principles of operation are briefly indicated too. 

The publication also contains illustrations of 
Blaw-Knox Pipe Line Tracyfiers, designed to 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 


Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











“assure freedom from slugs of liquid plus the 
continuous delivery of clean dry steam, air, 
gas, or vapor” Blaw-Knox Drum Type 
Tracyfiers, “engineered to assure continuous 
delivery of standard specification steam”; and 
the Blaw-Knox “O-F” Type Tracyfier, which 
will “most economically meet the need for fine 
separation in connection with evaporators, ab- 
sorption, or contactor towers, and in small 
diameter vertically disposed line separators,” 


- 
Manufacturers’ Notes 


Westinghouse Forms “Better Homes” 
Department 

Irving W. Clark, associated since 1934 with 
the kitchen and housing activities at the West- 
inghouse Electric Appliance Division in Mans- 
field, Ohio, was appointed manager of the new- 
ly created “Better Homes” department. His 
headquarters are in Pittsburgh. The immedi- 
ate function of the new department, according 





e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio 
neer in gas purification and pressure regulation, this | 
organization has continued its leadership in the field, J 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 


indicative of the service rendered. 
fRon G 


@ Mr. A. L. Smyly 
President 
Connelly Iron 
Sponge & 
Governor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH N. J 


Connelly 
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SAVE THAT SECOND ENGINE 


with 


_ DAVEY POWER TAKE-OFF 


mr pan EF STEPPER Pon 





SPLIT PROPELLER 


POWER TAKE-OFF 


ERE'S WHAT IT IS Here's How Elimination Of Extra 


pene e Engine Saves MEN... MONEY 
he DAVEY Power Take-off is 
heavy-duty unit for instalia- . + + MATERIALS 
on in truck drive shafts to ~ . Saves space for men, tools and materials. 
perate truck-mounted equip- kd} E on 
hent normally requiring an ac- . Saves weight—doubling truck utility. 

ory engine of 10 to 100 HP. lel}: 4 SS . Reduces original investment. 
uses as its basic principle an o “ 
tternal and external gear : VE fg ik . Lowers maintenance cost—no extra engine, 
rive, operating as a strong 
ind durable spline rather than 
he series of rotating or mesh- en . Efficient equipment combinations can be 
hg gears found in the trans- é Beek mounted on ONE truck. 
ission type take-off. Installa- i 
lon is made directly to rear . Saves manpower — equipment controlled 
f the truck transmission case. from driver's seat. 


. No trailer haul, when equipment is truck 
HERE'S WHAT IT DOES FOR YOU mounted. 


enabl t ti type eavy-dut i P 

nt, Gmeny walaens Pe ee Se ee ee gia be on ae Long-life unit — owners report power take- 
it and gas compressors @ Generators @ Gas well bailers @ Concrete mixers jabs 

Agricultural machinery @ Portable machine shops @ Welders @ Pumps @ off cutlasts truck saves own cost in 4 
eet sprinklers @ Rock crushers. to 10 months. 





. Reduces truck license fees. 


Write for details of how DAVEY Power Take-offs can make any truck a “TWO-JOB” Truck 


SOME DISTINGUISHED USERS OF DAVEY POWER TAKE-OFF EQUIPMENT Ay win il. 


AME-OFF v oN 
Allentown-Bethlehem Com Public Service Electric & Gas Co. of 
Scmeeec Tipe AVEY 
Michigan Consolidated Gas Co. Scranton Spring Brook Water Service Co. 

Lane Construction Company. Meriden, Conn. Southern California Gas Company 


Memphis Power & Light Company Vacumite Company, Inc., Dallas, Texas YIP a} 4 Co. 
BACKED BY 10 YEARS’ PROVED PERFORMANCE KENT, OHIO 
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Manufacturers’ Notes (Cont'd) 


to B. W. Clark, vice president in charge of 
sales, will be to codrdinate the company’s ac- 
tivities in helping to house war workers, 
though its ultimate objective is to develop post- 
war housing markets for the contributions 
which electricity is making toward better liv- 
ing. 

In line with these functions, the “Better 
Homes” department will provide a centralized 
advisory and consultation service for archi- 
tects, engineers, builders, prefabricators, and 
home owners. This is an extension of a home 
planning service inaugurated by Westinghouse 
nine years ago. 


Synthetic Rubber Plant 
Producing Rubber 


The world’s largest synthetic rubber plant, 
with capacity for “producing 120,000 tons of 
man-made rubber annually and built at Port 
Neches, Texas, by The B. F. Goodrich Com- 
pany is now producing rubber, it is announced 
by the Akron company. 

The giant plant, capable of turning out a 
fifth of the nation’s normal rubber require- 
ments, is the largest to be constructed in the 
government’s synthetic rubber program. B. F. 
Goodrich will operate two of the 30,000 tons 
units. 


Francis P. Smith, Jr.. New 


Kotal Sales Manager 


The Kotal Company of New York recently 
announced the appointment of Francis P, 
Smith, Jr., as sales manager. 

Mr.. Smith was originally associated with 
his father’s firm, Dow and Smith. He later 
served the Texas Company and then the Union 
Oil Company of California, becoming manager 
of the asphalt department, their extensive in- 
terests taking him to many foreign fields. 

Mr. Smith organized his own contracting 
firm, Smith and “Day of Los Angeles, which 
engaged actively in West Coast paving con- 
struction until the wartime restriction of 
asphaltic materials. 

As a senior business specialist to the Office 
of Price Administration and the Petroleum 
Administration for War, Mr. Smith compiled 
the Maximum Price Regulation No. 323, 
working in close harmony with the asphalt 
industry. 


Tasker Elected Director 
of Research of ASHVE 


Cyril Tasker, a member for the past thir- 
teen years of the Ontario Research Founda- 
tion, has been selected as director of research 
of the American Society of Heating and 
Ventilating Engineers, 51 Madison Ave., New 
York city. 
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MODERN 





Future 0F 
METERING 


THE cooperation of the electric utility 


ie i requirements 


Thanks to this cooperative 


“part in system aa when : 


times are once more restored. 


SANGAMO ELECTRIC 


| 2G 


COMPANY 
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MANPOWER 
YET SPEED 





y hroughout the country our trained men 


are ready to help you meet today’s unprecedented 


demand for power. In the erection or maintenance 
of transmission lines . . . regardless of distance or 
terrain ... Hoosier experience and special equipment 


guarantees efficient and economical service. 
COLUMBUS, OHIO 


NEW YORK - CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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Another company has two 

B&W Radiant Boilers in one 

station and one in another 

station. Capacity each boiler, 

550,000 ib. steam per-hour. 
2555 Pulverized-coal fired. 
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Twelve B&W Radiant 

















Another compa 
has four B&W 
Open-Pass. -Boilers 
in one station and 
two in another 
station. Capacity 
each boiler, 450,- 
000 Ib. steam per 
hour. Pulverized- 
coal fired. 





Boilers of the same de- 
sign are in service in 
three stations of the 
same company — six in 
one station, three in an- 
other, and three in the 
third. The boilers are 
_ multi-fuel fired and gen- 














Standardization suggests today the duplication 
of many things, particularly the production to the 
same specifications of war-time equipment in as- 
tronomical quantities. The system is not new—only 
the scale is new, and amazing. An outstanding 
example is its application to the construction of 
the great fleets of naval and cargo ships and of 
the boilers for these ships—for the production of 
which B&W has been awarded the Army-Navy 
“E” and Maritime Commission “M”. 
Standardization is possible in the case of these 
marine boilers, because, although there are a num- 
ber of designs of ships and boilers, ships of the 
same class are being built in large numbers, and 
generally, they have propulsion equipment of the 
same design, have similar boiler space, feedwater, 
and fuel conditions, and are suitable for boilers of 
the same size, design, and steam characteristics. 
In the stationary field, where the number of 
boiler units that can be built in multiples is smaller 
in most cases, where space conditions differ in 
different plants, and where steam capacity and 
characteristics, feedwater, and fuels are all factors 


of varying relationship to each other, it is under- 
standable why no single design of power boiler 
has to date been adopted as a standard. However, 
as indicated by the illustrations, certain designs 
of complete B&W Boiler Units have been installed 
on an exact multiplication basis. By this means, 
engineering costs were reduced, fabrication and 
installation time shortened, and other equally 
obvious advantages obtained. 

Such standardization does not necessarily re- 
sult in freezing of designs, or details of designs. 
Progress in the art, resulting from continuing ex- 
perience in operation and in the development of 
materials and manufacturing processes, will as- 
sure the continued application: cf equipment 
that meets fundamental engineering problems 
arising from changing economic conditions and 
operating requirements. To this end, B&W will, 
as it has in the past, continue its research and 
development, in order to 
create new standards that 
will result in better values to 
purchasers of its equipment. 


THE BABCOCK & WILCOX COMPANY, 85 LIBERTY STREET, NEW YORK 6, N. Y. 


BABCOCK & WILCOX 
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The Egry SPEED-FEED, illustrated above, 
is one of the greatest business aids ever 
developed for stepping up the writing of 
typewritten records. It takes only one minute 
to attach the SPEED-FEED to any standard 
make typewriter and instantly converts it 
into a practical billing machine. The Egry 
SPEED-FEED doubles operator output. 

Then there’s the Egry TRU-PAK Register for 
all handwritten records. On the TRU-PAK 
you will write records speedily, accurately 
and economically. Further, it assures com- 





BUSINESS SYSTENS 


plete control over all business transactions. 


Egry ALLSET Forms for speed writing hand- 
written or typed records. Interleaved with 
one-time carbons, ALLSETS save many time- 
consuming manual operations. 


Egry Forms Engineers are experts at devising 
new forms or rearranging and simplifying 
existing forms to speed all record writing. 


Further information will be sent on request. 
Free demonstrations arranged at your con- 


venience. Write today! Address Dept. F-1014. 





__-EBGRY ALLSET FORMS 


EGRY FORMS DESIGN 
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THE WARTIME ANSWER TO 
THE NEED FOR KINNEAR STEEL 
ROLLING DOOR EFFICIENCY 


















































Kinnear WOOD Rolling Doors 


In addition to important savings in critical 
materials, these time-tested WOOD Rolling 
Doors feature all the famous operational ad- 
vantages of the famous Kinnear STEEL Rolling Doors. Their efficient, 
coiling upward action permits full use of all floor, wall and ceiling space 
around doorways. They open out of the way, safe from damage. Kinnear 
Motor Operators can readily be added, to provide the maximum in time- 
saving convenience. Built any size, for any type of opening, old or new. 
— for details, The Kinnear Mfg. Co., 2060-80 Fields Ave., Columbus 16, 
io. 


ROLLING DOORS 
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Mercoid Controls are still being built and sold. 


though the volume is almost entirely on industrial 
types. These carry the highest war priority and 
find their way into war plants everywhere through- 
out the country, where they are doing their im- 


portant part in the big job of essential production. 


=P =P =P 


AUTOMATIC CONTROLS 


FOR HEATING, AIR CONDITIONING, REFRIGERATION 
AND NUMEROUS INDUSTRIAL APPLICATIONS 


é 
THE MERCOID CORPORATION, 4219 BELMONT AVE., CHICAGO 41, ILL. 
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How to prevent 


“ABSENTEEISM” 


of Power-Producing Equipment 
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Protect your oil-filled equipment from FIRE with a 
GRINNELL MULSIFYRE SYSTEM 


MULSIFYRE SYSTEMS operate on 
the principle of mulsifying blazing oil 
with a driving spray of water. The oil is 
turned into a liquid which is incapable 
of burning. A Mulsifyre System extin- 
guishes fire in a few seconds and prevents 
reignition. 

Complete separation of water and oil 
takes place in a few hours... leaves oil 
undamaged. 


Investigate this simple, sure 
oil fire protection. Write for 
Data Book by Underwriters’ Lab- 
oratories.Grinnell Company,Inc., 
Executive Offices, Providence, 
Rhode Island. Branch offices in 
principal cities of United States 
and Canada. 


There is absolutely no conductivity 
along the discharge of a Mulsifyre pro- 
jector when spray strikes conductors car- 
rying high voltages. 

Mulsifyre Systems are permanently in- 
stalled...they operate automatically 
and manually. 

Recommended by Underwriters’ Lab- 
oratories for use in extinguishing fires in 
flammable oils immiscible with water, 
wherever such oil is a fire hazard... in 
transformers and other oil-filled elec- 
trical equipment. 


GRINNELL 


MULSIFYRE SYSTEMS 


For Production Protection 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. « ¢ « 





THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


fer 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 











sonic Ot), Bacon « Davis, nc, xx» cam 


CONSTRUCTION £ 
OPERATING COSTS ngineers annneiahinn 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CHICAGO 











saninemiaiae EASTMAN & FLEMING, INC. 
ENGINEERS 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 


Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention. 














J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


preg Studies Purchase—Sales Valuations 
New Projects Management Reorganizatiens 
Consulting Engineerin Mergers 
Public y outity Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Uiilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON e NEWYORK e CHICAGO e HOUSTON ec PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 














THE J.G. WHITE ENGINEERING CORPORATION 
DESIGN © CONSTRUCTION © REPORTS ® APPRAISALS 
80 BROAD STREET, NEW YORK 














Albright & Friel Inc. BLACK & VEATCH 


Consulting Engineers 


Investigations, Valuations, and Reports 
Design and Supervision of Construction 


1520 Locust Street Phila., Penna. 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 

















BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 
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JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 


Mark WOLFF 
Public Utility Consultant 
261 Broapway, New York, N. Y. 


Representing the Public Exclusively 
Since 1914. 














JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 








A. S. SCHULMAN ELEcTRIC Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DistrI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 Sout Dearsorn ST. Cxicaco 





Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 











Maximum HS 
removal per [b. 


of Oxidel 


@ Lavino Activated Oxide is 

made specifically for maximum sulphur re- 
moval...is not just a ‘‘satisfactory" purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings. 


We'll be glad to tell youall about its remarkable 
record; just write a note on your letterhead to 


E. J. Lavino and Company 


VAIN 1528 Walnut St. 
\ACTIVATED"| 


v.5. » A 


Philadelphia 


Penna. 








STATEMENT OF OWNERSHIP 


Statement of ownership, management, circulation, 
etc., of Public Utilities Fortnightly, published bi- 
weekly at Baltimore, Md.; required by the Acts 
on Congress of August 24, 1912 and March 3, 1933, 
Publisher: Public Utilities Reports, Inc., Wash- 
ington, ce 
Editor: Henry C. Spurr, Washington, D. C. 


Managing Editor: Francis X. Welch, Washing- 
ton, D. C. 
oo Manager: A. S. Hills, Washington, 


Owners: (Names and addresses of individual 
owners, or if a corporation, its name, and addresses 
of stockholders owning or holding 1 per cent or 
more of the total amount of stock.) Public Utilities 
Reports, Inc., Washington, D. C.; Orlando B 
Willcox, New York, N. Y.; Owen D. Young, New 
York, N..-¥.3.. 4% Nash. Ridgefield, Conn.; 


ie: Fates 4 
William J. Hagenah, Glencoe, Ill. 

Known bondholders, mortgagees, and _ other 
security holders owning or holding 1 per cent or 
more of total amount of bonds, mortgages, or other 
securities are: None. 

PUBLIC UTILITIES REPORTS, INC., 
A. S. Hills, Business Manager 

Sworn to and subscribed before me this 20th 
day of September, 1943. 

Elsie P. Dameron, 
Notary Public. 


(My commission expires October 15, 1943.) 
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ROOTED IN THE SOIL! 


HE paths of war lead to greater achieve- 

ment. Knowledge and experience will 
be gained from war’s increased production 
to benefit both man and his machines. 


Mechanical improvements in products ..< 
outstanding research in food production, 
nutrition, and medicine ; ; . the energy 
expended on the equipment and mainte- 
nance of millions of fighting men today—all 
these will bring greater benefits by raising 
the moral and physical standards of man- 
kind. Man shall have better tools to work 
with ... he shall be better able to handle 
these tools. 


When the time comes for science and in- 
dustry to return to the works of peace, 
International Harvester will return its ener- 
gies to the constructive channels of the 
future. Harvester’s 112-year experience is 
basic—z#t zs rooted in the soil. The experience 
that has made International Harvester farm 
machines, motor trucks, tractors and in- 
dustrial power so universally accepted will 
again provide outstanding products for both 
agriculture and industry. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL HARVESTER 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready ies 
ence. Their products and services cover a wide range of utility needs. 
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of Ric-wtl. conduit from anchor to boiler 
ue (top, left), Note shallow, narrow trench. 


jailing connector band. All necessary acces- 
hes are prefabricated and shipped with order. 


RIC-WIL 


ERE SE 


FURNISHED MORE THAN 25,000 FT. OF 
PREFABRICATED INSULATED PIPE CONDUIT 


ra 


For Terrace Village Housing 
Unit No. 2 in Pittsburgh 


Fuel savings of 15% or better are made possible in this 
mammoth project by a central beating system. Ric-wil 
pre-fabricated pipe units provide the insulation and pro- 
tection for the entire underground distribution system. 


A total of 83 buildings, comprising 1851 living suites, are supplied 
with heat and hot water from a central plant, through an under- 
ground distribution system containing over 25,000 lineal feet of 
Ric-wiL pre-sealed Insulated Pipe Units. High-pressure steam from 
the plant is piped through Ric-wil steam conduit to six scattered 
stations where hot water is generated and circulated through Ric-wiL 
conduit to all the buildings, for heating and hot water supply. Thus 
the project realizes the economy of steam, and the temperature control 
and convenience of hot-water heating. 


All conduit was factory pre-fabricated and shipped pre-sealed to the 
site in convenient lengths. Installation was made in record time, with 
a minimum of excavation and backfill, saving countless man-hours 
and interfering little or none with other construction. The system is 
highly efficient, permanent, and maintenance-free—typical of all 
Ric-wiL engineered projects. 

Ric-wiL Insulated Pipe Units are ideal for hospital, school, 


industrial or municipal installations of all kinds. Let us 
show you their advantages on your next construction project. 


INSULATED PIPE CONDUIT SYSTEMS 
THE Ric-wiL COMPANY - CLEVELAND, OHIO 


AGENTS IM PRINCIPAL CITIES 
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ELECTRICAL 


IDEAS 


IN ACTION 


EFFICIENT DISSIPATION OF HEAT 
is an important factor in round- 


the-clock refining of aluminum * 


at a new war plant. Some 34 
million btu per hour must be 
removed from the mercury-arc 
rectifiers which supply direct 
current to the pots. For this 
cooling job, G.E. has supplied 
nearly 100 water-to-air heat- 
transfer units of a new type 
which save greatly on critical 
materials. By using nine small- 
size fans oneach ; 
unit instead 

of a single big 

fan, duct work 

is obviated, 

control is made 

more flexible, 

and shutdowns 

affecting an en- 

tire unit are 

avoided. 


TO HELP TRAIN 
WELDING OPER- 
ATORS in the 
art of atomic- 
hydrogen arc 
welding, widely 
used in the fab- 
rication of light- 
gage metalsand 
special alloys, General Elec- 
tric has just produced another 
new training film, ‘‘The Inside 
of Atomic-hydrogen Arc Weld- 
ing.’’ Made in full color and 
sound, it consists of two parts, 
each’ ten minutes long. This 
film can be purchased at print 
cost, $52.00 per part; or it can 
be borrowed for single show- 
ings, without charge except for 
transportation. 


FASTER INSTALLATION, eas 
servicing, and short-circuitp 
tection adequate for t 
heaviest industrial power 
tems are important advantag 
of General Electric’s new 23 
volt metal-enclosed motor 
trol. This control includes 
oil-immersed contactor f 
severe, repetitive starting dut 
also EJ-2 current-limitiy 
fuses. The fuses serve as di 
connecting switches to iso 
the starter from the line { 
safety. during inspection 4 
servicing. 


FOR ELECTRICAL ENGINEERS ; 
ing industry, these new el 
ideas serve a double purpose. 
First, by direct application, 
may help to save energy, 
power, or critical materials, 
Second, they may bring to mil 
problems which might be solyed}j 
similar electrical pioneering. If ya 
know of such a problem, why 
ask. G.E. for assistance? Engin 


‘ aid is available on any job thats 


help win the war. General Ele¢ 
Sch tady, New ‘ 
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